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LEON WALRAS AND THE “CASH-BALANCE 
APPROACH” TO THE PROBLEM OF 
THE VALUE OF MONEY 


T IS, perhaps, fair to say that the most important contribu- 
| tions which have been made to the theory of money—as 
distinguished from the theory of banking and credit—since 
the publication of Fisher’s The Purchasing Power of Money, have 
centered about what may be referred to as the “income ap- 
proach,” and the “cash-balance approach,” respectively, to the 
problem of the determination of the value of money. I do not pro- 
pose, in this paper, to deal with contributions of the first type, 
vital as they are for an understanding of such problems as the 
definition and measurement of something which may with pro- 
priety be called the “purchasing power of money,” the mechanism 
of price-determination as well as the mechanism of price-change, 
and other problems of equal importance. I am interested, for the 
moment, primarily in the contributions which have been referred 
to as centering about the “‘cash-balance approach”’; and, for the 
purposes of this paper, I am interested only in presenting certain 
generally ignored facts with respect to priority of authorship in 
the development of the analytical apparatus associated with that 
approach. 

The generous example set by Marshall in acknowledging that 
the essential part of the “doctrine of cash-balances”—of which 
the members of the Cambridge school, along with writers such as 
Cannan and Hawtrey, have been, among contemporary writers 
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in English, the principal champions—may be traced back at least 
as far as Petty, has, for the most part, prevented the making of 
any extreme claims of “newness” for the doctrine.’ On the other 
hand, aside from certain welcome additions to the history of doc- 
trine on the subject by Holtrop,? there has been too great a 
willingness, on the part of certain contemporary adherents of the 
doctrine, to assume that the history of the “cash-balance ap- 
proach” may be adequately summarized by statements to the 
effect that the analytical tools involved were “forged originally 
by Petty and sharpened by Marshall and Pigou.”* That the 
analysis of such nineteenth-century writers as Say and Senior, to 
say nothing of the contributions of that curious combination of 
lucidity, naiveté, and wrongheadedness, Henri Cernuschi, should 
have been generally ignored by historians of doctrine on the sub- 
ject is, perhaps, hardly surprising. What is really surprising is 

* For Marshall’s acknowledgment to Petty, see his Money, Credit, and Commerce, 
p. 47. Not all writers, of course, have followed the example of Marshall in this 
respect. See, for instance, the discussion by Cannan, An Economist’s Protest, pp. 
386 ff., of what he regards as the “‘modern view” which presents the “new concep- 
tion” of “each person wanting to hold a sum of currency sufficient to buy her or 
him . . . . the collection of commodities which she or he is likely to have to pay for 
in cash before the next replenishment of the holding.” A number of continental 
writers have been just as extreme in their claims for the “novelty” of the emphasis 
upon the forces determining the size of cash-balances (Kassenbestiénde). See, for 
example, S. S. Katzenellenbaum, Russian Currency and Banking, 1914-1924 (Lon- 
don, 1925), p. 21n., on Wicksell; P. Schulz-Kiesow, Die Kassenhaltung (1925), 
Preface, on Bendixen; and Bendixen himself, in his ““Bemerkungen zur Geld- 
schépfungslehre,” Jahrb. fiir Nat.-dk. u. Stat., CXIII (1919), 130 ff.; reprinted in the 
same author’s Geld und Kapital (pp. 67 ff. of the third edition.) 

? In his valuable De Omloopssnelheid van het Geld (Amsterdam, 1928). Holtrop’s 
article, “Theories of the Velocity of Circulation of Money in Earlier Economic 
Literature,” in the Economic History Supplement to the Economic Journal (January, 
1929), except for the addition of an opening paragraph and a concluding section, and 
certain minor modifications which are not without some independent interest, is 
virtually a translation of the first chapter of his book. For certain details on which 
I find it necessary to disagree with Holtrop, in his classification of the theories of a 
number of authors, I must refer the reader to my own book on The Velocity of 
Circulation of Money, now being prepared for publication. 

3 So D. H. Robertson, in his article “The Monetary Doctrines of Messrs. Foster 
and Catchings,”’ Quer. Jour. Econ., XLIII (1929), 498. 

4 The nature of the contributions of the writers mentioned is discussed briefly in 
my own book, referred to in note 2, above. It is only fair to record, however, that 
attention was called to the place of Senior in the general history of the “cash- 
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that one continues to find statements to the effect that, while the 
origins of the “doctrine of cash-balances” go back very far in the 
literature, the general analytical apparatus associated with the 
doctrine “has not often been employed elsewhere [than in Cam- 
bridge] in recent times.”’’ The chief ground for objecting to such 
a statement is that the doctrine was held in an articulated form 
by two continental writers who were not only virtually Marshall’s 
contemporaries, but who were giants of his own stature in the field 
of general economic theory—viz., Karl Menger and Léon Walras. 


balance approach” by R. Opie, in the Quar. Jour. Econ., XLIII (1929), 373; and 
to that of Cernuschi by A. Aupetit, in his Théorie générale de la monnaie (1901), p. 
IQI n. 

5 So Keynes, Treatise on Money, I, 229. It is worth noting that, even if we take 
account only of contemporary writers in English, the authors cited in the text— 
viz., Cannan and Hawtrey—are not the only ones outside the “Cambridge School” 
who could be mentioned as having used the “‘cash-balance approach,” though they 
may be regarded as having articulated it with particular clarity. See, in this connec- 
tion, A. T. Hadley, Economics (1896), pp. 198 ff. See also H. J. Davenport, Outlines 
of Economic Theory (1896), for an argument to the effect that the “classic solution’’ 
of the question as to how we had best conceive of the “demand for currency,” viz., 
that “the amount of exchanging to be performed furnishes at once the measure of 
the demand for currency aad the measure of its utility,”’ is incomplete, for the reason 
that “social utility and social demand must be translated into individual interests 
and personal demands, before market adjustments become intelligible” (p. 240); 
that, in fact, the “process of market adjustment”’ consists of the offering of currency, 
or the withdrawing of those offers, depending upon the amount of currency which 
the individual “‘is disposed to retain for purposes of later use’”’—in other words, upon 
whether the amount of currency which individuals may at any time have in their 
possession is greater or less “than is their need or disposition to hold” (p. 241 f.); 
and that only after analysis of this type are we “‘in a position to discuss rapidity of 
circulation.” (See also the same author’s Economics of Enterprise [1913], p. 267 f., 
on the question as to whether money has “utility.” It must be confessed, however, 
that the discussion of the “demand for money” which Davenport presents in this 
later book, and which in many respects resembles the ‘‘classic solution” which is 
expounded in the same author’s Outlines of Elementary Economics [1897], is to be 
regarded as inferior to the discussion in his first book, from which the quotations 
given above are taken.) Cf. the discussion by J. F. Johnson, Money and Currency 
(first edition [1905]; pp. 67 f.), on the relation between rapidity of circulation and 
the “need for a store of money-utility”; also F. A. Fetter, Modern Economic Prob- 
lems (first edition, [1916]; pp. 44 f.), on the “concept of the individual monetary 
demand” as being represented by “that amount of money which at any time is 
required by an individual to make his purchases in expending his income’’—in other 
words, by the “average individual cash-reserve.”’ See, finally, the reference to 
T. N. Carver, in note 53, infra. 





572 ARTHUR W. MARGET 


I shall leave for a later publication’ an account of the place in 
the history of the doctrine of cash-balances which is rightfully 
Karl Menger’s, as well as an account of the rather curious history 
of his treatment by, and his influence on, subsequent writers. If, 
in this paper, I choose to confine my attention to the extraordi- 
nary case of Léon Walras, it is for the reasons: First, that Walras, 
unlike Menger, used a type of analysis, in his earlier publications, 
which is strictly analogous to that used by writers like Fisher,’ 
and changed to the “‘cash-balance approach” only later, so that 
we may see with particular clarity the formal differences between 
the two approaches; and, second, that Walras, unlike Menger, 
put his analysis into the form of algebraic equations, which are 
directly comparable with the equations which have been de- 
veloped by contemporary writers—in particular by Mr. J. M. 
Keynes.’ 

This paper, therefore, undertakes to do only three things. It 
proposes, in the first place, to show that, in the first (1874) edi- 
tion of his Eléments d’ économie politique pure, Léon Walras pub- 


6 See note 2, above. 

7 Paradoxically enough, Fisher is classified by Holtrop without qualification as 
a “cash-balance” theorist. (Holtrop, Omloopssnelheid, pp. 40 ff., 66; cf. also Econ. 
Jour., loc. cit., p. 522.) For the reasons for rejecting this interpretation of Fisher’s 
position, I must again refer the reader to my book, mentioned in note 2, above. It 
is sufficient, for purposes of this paper, to point out what any teacher of economics 
to American students will corroborate: viz., that, even though Fisher’s work is per- 
fectly reconcilable with the “cash-balance approach,” and may even be said, at 
points, to follow the same line of attack, his exposition would strike American stu- 
dents, accustomed as they are, almost without exception, to thinking in terms other 
than those suggested by the “‘cash-balance approach,” as perfectly familiar and 
comprehensible; whereas the latter type of approach, in the form in which it appears, 
let us say, in the writings of any one of the “Cambridge School,” is unfortunately 
still a novelty, requiring a surprising amount of persistence and ingenuity in exposi- 
tion on the part of the teacher before it becomes really clear. 

5 Monetary Reform, pp. 84 ff.; Treatise on Money, I, 223. It should hardly be 
necessary for me to emphasize the fact that I have not the slightest intention of 
suggesting either that Mr. Keynes did not derive his equation independently, or 
that his own work is not of independent value. Every worker in the field of monetary 
theory, even when he is forced to disagree with Mr. Keynes, must be grateful to him 
for the provocative suggestiveness of his writings; and the mere fact that, on the 
particular point under discussion, he was anticipated by Walras by almost forty 
years, does not seem to me to minimize in the slightest degree the merit of his own 
work. 
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lished an “equation of exchange’® which was in all respects 
equivalent to equations of the so-called “Fisherian” type. It pro- 
poses, in the second place, to show that, in his Théorie de la 
monnaie (1886) and in the later editions of his Eléments, Walras 
abandoned this equation and the general analytical apparatus 
associated with it, in favor of what would now be called an 
equation of the “real-balances” type—an equation which was, in 
fact, in all essentials identical with equations of the type of 
Keynes’s famous equation = pk. It proposes, finally—more out 
of a feeling of piety toward the memory of Léon Walras than out 
of a desire to censure the writers concerned—to show, by a brief 
survey of the treatment which has been accorded to the writings 
of Walras on monetary theory by writers who came after him, 
how completely his contributions have been misunderstood or 
ignored, even by those who might have been expected to have 
come most directly under, and to have benefited by, his influence. 


I 


Chiefly, perhaps, as a result of the fact that Irving Fisher, in a 
very well-known footnote to his Purchasing Power of Money, put 
Simon Newcomb at the head of a list of writers who had used an 
algebraic “equation of exchange” of the general form MV = PT, 
it seems to be very generally believed that Newcomb was the first 
to put the equation into algebraic form.” If this were true, a con- 


9 It is of some interest to note that Walras himself used the expression “equation 
of exchange,” in characterization of the formulation to which reference is here made. 
See Walras, Eléments d’ économie politique (1st ed.), p. 180. 

% See, e.g., A. F. Burns, ‘““The Quantity Theory and Price-Stabilization,” Amer. 
Econ. Rev., XTX (1929), 576; and cf. also W. Mildschuh, ‘‘Geschichtliche Entwick- 
lung der Geldtheorie,” in the fourth edition of the Hwb. der Staatswiss., IV, 719; 
G. C. Evans, Mathematical Introduction to Economics (1930), p. 96; C. Snyder, in 
Proceedings Acad. Pol. Sci., (January 1930), p. 16; Keynes, Treatise on Money 
(1930), I, 233 n. The footnote in Fisher’s Purchasing Power of Money to which 
reference is made in the text is to be found on p. 25 of that book. See also Fisher’s 
article ““The Réle of Capital in Economic Theory,” Econ. Jour., VII (1897), 517 n. 
By way of further clarification of the facts with respect to the history of such 
algebraic formulations, it should be pointed out that the list given by Fisher is not 
complete even as a list of writers who published an algebraic “equation of exchange”’ 
between the time of publication of Newcomb’s book and the publication of The 
Purchasing Power of Money, since it omits the names of Von Neumann-Spallert (in 
his introduction to F. Kral’s Geldwert und Preisbewegung im Deutschen Reiche, 1871- 
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siderable amount of independent interest would attach to a 
demonstration of the faet that Walras, in the first edition of his 
Eléments, which appearett in 1874—that is, eleven years before 
the publication of Newcomb’s Principles of Political Economy— 
presented an equation of the same general form as that of the so- 
called ‘‘Fisherian” equation. As a matter of fact, however, it is 
possible to discover at least three algebraic formulations of the 
“equation of exchange” of the “Fisherian’” type prior even to 
Walras,—viz., those of Roscher in 1854, Bowen in 1856, and 
Levasseur in 1858." 

The reason for our interest in the “equation of exc ge” which 
Walras published in 1874 is, therefore, not primarily that this 
equation might seem to have been the first of its kind in economic 
literature. It is true that some interest attaches to the fact that 
the equation of Walras, instead of being strictly of the form 
MV =PT, is of the form MV =P-G», in which, while M, V; and 
P have the meanings commonly assigned to them, G represents 
the “quantity of goods,” and v represents the “‘velocity of circula- 
tion of goods.’** Here also, however, it is not possible to assign 
unqualified priority to Walras, since it is not only trie, despite 


1884, ‘‘Staatswissenschaftliche Studien,” edited by L. Elster, I. Bd , 3 Heft [Jena, 
1887], pp. 10 ff.); A. de Foville (“La théorie quantitative et les prix,” in the Econo- 
miste Francais for 1896, p. 452 f.; cf. the same author’s La monnaie, pp. 142 ff. of 
the second [1907] edition); M. Pantaleoni, Pure Economics (first [Italian] edition, 
1889; p. 231 of the English [1898] edition); J. P. Norton, Statistical Studies in the 
New York Money Market (1902), p. 2 ff. 

* See Roscher, Grundlagen der Nationalékonomie, section 123, note 6 (I, 360, of 
Lalor’s English translation); F. Bowen, Principles of Political Economy, p. 307 f.; 
E. Levasseur, La question de lor, p. 148. It is, of course, hardly necessary to remind 
the reader that the statement of the forces which are held to determine the price- 
level, in the form of an “equation,” is much older still, if regard is had to non- 
algebraic statements of this “equation.” Fisher himself (see The Purchasing Power 
of Money, loc. cit.) refers, in this connection, to J. S. Mill’s Principles, Book III, 
chap. viii, section 3; but it is possible to find even more articulate examples of non- 
algebraic statements of the “equation of exchange” much farther back in the litera- 
ture. See, e.g., Beccaria, Elementi di Economia Pubblica (1769), Part IV, chap. iii, 
section 18 (XII, 75, of Custodi’s Scrittori Classici Italiani di Economia Politica 
[1804]); and especially Sismondi, Nouveaux principes d’ économie politique, Book V, 
chap. ix (p. 120, and especially the note on p. 121, of the second volume of the first 
[1819] edition). 

™ For a detailed examination of the important and difficult problems associated 
with this concept, I must refer the reader once again to my book mentioned in 
note 2, above. 
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what has sometimes been implied, th he notion of a “velocity of 
circulation of goods” is one which d'__;, in a clearly articulated 
form, at least as far back as the begi. ing of the nineteenth cen- 
tury, and recurs continually throughout nineteenth- and twen- 
tieth-century literature, but it is also true that writers before 
Walras, as well as writers after him, assigned a special term to 
the “velocity of circulation of goods” in their algebraic formula- 
tions of the equation of exchange." 

In the light of these facts, it must be obvious that our interest 
in a demonstration of the fact that the “equation of exchange” 
published .. {Walras in 1874 is essentially identical in form with 
equations of the type MV =P-Gv, must derive primarily from 
the light which it throws upon the general evolution of Walras’ 
thought upon the question as to the best type of theoretical 
apparatus to use in approaching the general problem of the 
determination of the value of money. Walras himself, in the 
Preface to the second (1889) edition, as well as in the later editions 
of the Elements, called attention to the fact that, in his Théorie de 
la monnaie.(1886), he had substituted the notion of a “demand 
for a cash-balance” (“l’encaisse désirée’’) for the notion of the 
“demand for money” which he had used in the first edition of the 
Eléments, and which he had “borrowed from the economists.’ 

+3 For examples of suggestions to the effect that the notion of a velocity of circu- 
lation of goods has been neglected in economic literature, see A. Amonn, “Cassels 
System der Theoretischen Nationalékonomie,” in the Archiv f. Soz.-wiss. u Sosz.- 
pol. LI (1923-24), 325, and E. Cannan, “‘An Economist’s Protest,” p. 385. Accord- 
ing to Amonn, the fact that there is such a thing as the “‘velocity of circulation of 
goods” is “usually completely overlooked.” Cannan even goes so far as to declare 
that in the generally accepted expositions of the manner in which the value of money 
is determined “nothing . . . . was said about the possibility of a commodity being 
exchanged for money more than once.” As for the inclusion of a special algebraic 
term for the “velocity of circulation of goods” by writers before Walras, it should be 
sufficient to point out that, of the three writers whose algebraic “equations of 
exchange” I have cited as having antedated Newcomb’s, only Roscher’s has no 
specific notation for the “‘velocity of circulation of goods.” 

4 See p. ix of both the second and the fourth editions of the Eléments. Walras 
himself referred to his earlier approach as having been based upon the conception 
which he referred to as the “‘circulation a desservir.’’ The phrase hardly lends itself 
to idiomatic translation—“‘the circulation [presumably of goods] to be disposed of” 
being obviously awkard and inept. Yet the meaning of the concept would seem to 


be substantially that which I have suggested in the text, and which seems also to 
be that adopted by J. Schumpeter, who, in his obituary notice of Walras in the 
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It is our task to show, first of all, that what this meant, concretely, 
was that the equation which Walras used in the first edition of 
his Eléments, and which he gave up in favor of an equation of the 
“real-balances” type, was one which would now be characterized 
as an equation of the “Fisherian’”’ type, of the general form MV = 
P-Gv. 

Walras’ principal equation, in the first edition of his Eléments, 
was as follows:' 


a”O,’V.= a' OV o+BOv+yOcve+5Q0ava+ cece (1) 


in which Q;’=the part of the stock of money-metal used as 
money; Q;=the part of the stock of money-metal remaining in 
ordinary commodity uses; Q;, Q0.,Qz . . . . =the quantity of the 
other commodities (B), (C), (D) . . . . which are being bought 
and sold; a” =the “coefficient of circulation” (i.e., the “velocity 
of circulation’’)*® of the money-stock; a’=the “coefficient of 


Zeitschrift fiir Volkswirtschaft, Sozialpolitik, und Verwaltung (XIX [1910], p. 401), 
suggested that the expression “circulation 4 desservir” be paraphrased—it would 
hardly be fair to say ‘‘translated’”—by the expression “the necessary circulation” 
(notwendige Zirkulation). See, in this connection, the use of the expression ‘‘circula- 
tion a desservir” in two of the writings of Walras on money prior to the Théorie de la 
monnaie—viz., his Monnaie d’or avec billon d’argent régulateur (1884), and his 
paper ‘“D’une méthode de régularisation de la variation de valeur de la monnaie”’ 
(pp. 3, 27, of the Etudes d’économie politique appliquée). The implication of the 
phrase “‘borrowed from the economists” is obviously that Walras did not “‘borrow” 
the notion of an “‘encaisse désirée’”’ from anybody else, but developed it independent- 
ly. It is, of course, impossible to say how far Walras may have been influenced, 
without realizing it, by the writings of other French economists, such as Say and 
Cernuschi. It is unquestionably true, for example—as I shall try to show in the 
book mentioned in note 2, above—that certain aspects of Cernuschi’s “tantiéme 
monétaire’”’ bear a very close resemblance to the notion of an “‘encaisse désirée’’; 
though one imagines that a man who was as scrupulous and generous in his recogni- 
tion of the work of his predecessors and his contemporaries as Walras was—witness 
his treatment of Gossen, Menger, and Jevons—would have acknowledged his debt, 
if he had been aware of it. 

1s Eléments (1st ed.), p. 180. 

© That the “‘coefficient of circulation” is equivalent to the familiar notion of a 
“velocity of circulation” is obvious from the following (Walras, Eléments [1st ed.], 
p. 179): “I call coefficient of circulation the number by which it is necessary to 
multiply the existing quantity of a commodity, in order to have the total quantity 
of this commodity which has entered into exchange—that is to say, has been bought 
and sold—during a certain fixed period of time, a year, a month, a day. For example, 
if there has existed on the market a million hectolitres of wheat, and there has been 
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circulation” (i.e., the “velocity of circulation”) of the money- 
metal in its commodity uses; 8, y, 5, . . . .=the “coefficients of 
circulation”’ (i.e., the “‘velocities of circulation’’) of the commodi- 
ties (B), (C), (D)....; Va=the “value” of the money-com- 
modity (A), in either of its uses; and uw, u., va, . . . . the “values,” 
respectively, of (B), (C), (D) 

It is obvious that, in more familiar notation, Q;’=M, a’ = 
V; 0:+0,+0.=29, or G; while 8, y, 5 ...., being specific 
“velocities of circulation of goods,” may be represented as going 
to make up an average velocity of circulation of goods, or v. 

Va, Us, Ve, Va... , aS has been noted, are “values” for the 
respective commodities (A), (B), (C), (D). Our first task is to 
reduce them to “prices.’’ According to Walras’ own cumbersome 
conceptual construction, as is well known, “values” are ratios of 
prices."? Thus, the price of (A) in terms of (B) would be obtained 


by dividing V. by u. Le., Pa=_*. Walras himself, in fact, pro- 
Ub 


ceeded to re-write his equation in terms of “prices” expressed in 
the commodity (B), by the simple device of dividing through 
the whole equation by w. Since, however, we wish to have prices 
in our equation expressed in terms of the money-commodity (A), 
rather than in terms of commodity (B), we may divide through 
by V,, instead of uw, thus obtaining 


a”Q4’ = a'Oi+BOsprt+yvOcbe+5Qupa...., (2) 


it being understood that our fo, p., pa . . . . represent prices of 
(B), (C), (D) . . . . in the money-commodity (A), rather than in 
commodity (B), as with Walras.”® 


sold, bought at wholesale, resold, repurchased at retail, 5 million hectolitres of 
wheat, the coefficient of circulation of wheat is 5. This coefficient of circulation is 
naturally higher according as the commodity enters more frequently into exchange. 
It could be less than unity; it could be zero.” 

*7 See e.g., the Eléments (4th ed.), p. 49. 

8 Eléments (1st ed.), p. 180. 

* I am referring here, of course, to Walras’s notation on p. 180 of the first edition 
of the Eléments. It is interesting to note that, at a later point in the same volume 
(p. 200), Walras himself gives an equation exactly equivalent to what we have 
designated as equation (2), in which ps, pe, fa . . . . represent prices, not in terms 
of commodity (B), but in “money”—i.e., in terms of commodity (A). 
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It will be noticed that the money-metal in its commodity use 
(Q;) is a commodity like other commodities; it may therefore be 
included in our }°g, or G. Similarly, a’, the “coefficient of circula- 
tion” of the money-metal in its commodity use, is nothing more 
nor less than a term which, like 8, y, 5... . , is contained in the 
average “velocity of circulation of goods,” ». We have, therefore, 
only to substitute M for Q;’, V for a”, G for 03+0:+0.+0, 

.,vfor a’, B, y,5...., P for pr, fi, pa...., to obtain 
the familiar equation MV = P-Go. 

Of Walras’ own further treatment, in the first edition of his 
Eléments, of his original equation, little need be said, beyond the 
fact that it represents an attempt to present a mathematical 
formulation of the forces determining the value of the money- 
metal which takes account of both the monetary and the arts 
demand. For myself, I must confess to a decided preference for his 
graphic representation of the same problem (Fig. 9, Plate II)— 
a representation which, as a matter of graphics, is in all essentials 
identical with that published by Marshall in his Money, Credit, 
and Commerce,” and which does not suffer, as does Walras’ 
equation” 


Ha 
a =p,t a" F(P,) ’ 


representing the curve for the “price of the commodity (A) con- 
sidered as money,” from the fact that the economic meaning of 
his term H, as here used, is highly dubious.” It is to be noted, by 
way of contrast, that, in the second edition of the Eléments, as is 
pointed out below, Walras uses H to represent the “encaisse 
désirée,” in “real” terms.*? The net effect of this change in the 


» P. 282. 
* Walras, Elémenis (1st ed.), p. 180. 
* In the first edition of the Eléments, H is made equal to 


B Y 6 
ai Qa Qedet+=r Qapat +++, 


which is the second member of the equation obtained by transposing to the first 
member of what we have designated as equation (1) the first term of the second 
member, and then dividing through successively by a” and w. 


3 See p. 581, infra, and especially note 29 thereto. 
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second edition is to make not only Walras’ graphic representation 
of the “demand for the money-metal” equivalent to Marshall’s, 
but also his interpretation of the meaning of the two demand 
curves—and particularly that of the curve representing the mone- 
tary demand—equivalent to Marshall’s.** 

More interesting, however, in the first edition of Walras’ 
Eléments, is his attempt to amplify his equation representing “the 
metallic circulation” in such wise as to take care of the “fiduciary 
circulation.’”*5 So far as his algebra is concerned, Walras is con- 
tent merely to add a term F to the first member of what we have 
designated as equation (2): but he goes on to define F as being 
“composed” of certain other terms, in such wise that, after al- 
lowance for what seems to me to be a mistaken view as to the 
nature of the operation of book credit, on the one hand, and 
credit instruments such as bills of exchange and checks, on the 
other, this suggestion of Walras may be regarded as representing 
a clear premonition of the use of such items as M’ and M’V’ by 
way of amplification of the “money side” of the equation of 
exchange.” 

«4 For an example of the change in the second edition of Walras’ Eléments which 
is particularly relevant to the problem in hand, see p. 384 of that edition. It will be 
noticed that the curve representing the “monetary demand,” which is depicted by 
both Walras (Eléments [2d ed.], p. 384) and Marshall (0p. cit., p. 283) as a rectangular 
hyperbola—Marshall’s “Constant Outlay” curve—is by both writers interpreted as 
registering the ordinates of an area which represents the sum of “‘real balances” 
expressed in terms of a standard commodity—Walras’ “‘ ‘encaisse désirée’ expressed 
in terms of commodity (B),” and Marshall’s “aggregate amount of wealth over 
which the people of the country choose to keep command in the form of currency,” 
expressed in terms of a given number of “bushels of wheat.” 

*s Walras, Eléments (1st ed.), pp. 200 ff. 

** Walras, like John Stuart Mill (see the latter’s Principles, Book III, chap. xii) 
puts book credit, bills of exchange, and checks on the same footing, so far as the 
nature of their operation as factors affecting the price-level is concerned. This 
matter is discussed in my book, referred to in note 2, above. My chief interest here 
is in calling attention to what amounts to a premonition, by Walras, of the use of a 
term corresponding to V’. Walras suggests (Eléments [1st ed.], p. 201), that a 
“coefficient of circulation” may be applied to money substitutes, such as bills of 
exchange (when used as money), and bank notes—although it is true that he did 
not propose the application of a “coefficient of circulation” to bank deposits. With 
respect to this latter problem, Walras contented himself merely with the suggestion 
that F might be regarded as including, along with other magnitudes, ‘‘a term equal 
to twice the sum cleared by the cancellation of checks.” 
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II 


Having shown that, in the first edition of his Eléments, Walras 
used a “‘Fisherian” equation of exchange, of the general form 
MV =P-Gv, we now pass to a demonstration of the fact that, in 
his Théorie de la monnaie, and in the editions of the Eléments 
beginning with the second edition, Walras presented equations 
which are essentially identical with “real-balance’’ equations of 
the form of Keynes’s equation n= pk. 

The Théorie de la monnaie was first published in 1886.77 On 
page 41 of this first edition Walras wrote 


Q.=Qi+Qz’ 
=OtatBptryp-tipat ...., 


in which Q,=the total quantity of the money-metal (A); Qi= 
the quantity of this metal which is used as an ordinary com- 
modity; 0,’ =the quantity used as money; and a, 8, 7y,5..., = 
the quantities, respectively, of the commodities (A), (B), (C), 
“the equivalent of which, in money, the exchangers 
need, at a given moment, to have as a cash-balance”’ (“‘dont les 
échangeurs ont besoin d’avoir en caisse, @ un moment donné, la 
contre-valeur en monnaie’’). 
Obviously, therefore,”* 


Qo’ =a+Bpotryp-topa (3) 


But Q;’ is clearly the equivalent of Keynes’s n. Just as clearly, 
a+6+7+6.... are the equivalent of Keynes’s “consumption 
units,” or k. If, therefore, we write » for a price index weighted 
by the quantities a, 8, y, 5... ., we may write m= pk, which 
is the Keynes equation. 


27 The version of the Théorie de la monnaie which is published in Walras’ Etudes 
d’économie politique appliquée (1898) differs from the original version of 1886 in 
that it was modified in accordance with certain of the amplifications introduced 
into the successive versions of the Eléments, beginning with the second edition, 
which are referred to in note 29 below. 

8 It is interesting to note that in the version of the Théorie de la monnaie which 
appears in the Etudes d’économie politique ap pliquée (see the preceding note), Walras 
presents (p. 95) an equation precisely equivalent to that which we have designated 
as equation (3), except that, in place of Qe, he writes Ha for the “quantity of 
money” which is equated to the “‘encaisse désirée.”” 
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The substance of this analysis was incorporated by Walras into 
the second edition of his Eléments, the new features being prin- 
cipally the introduction of the expression “encaisse désirée’’ in 
place of the expression “encaisse monétaire,” or “encaisse néces- 
saire,” and the use of a single term (H) which corresponds in all 
essentials to Keynes’s &.” On page 379 of the second edition of 
the Eléments, Walras presents an equation which is nothing more 
than an expanded form of the equation designated above as 


*» For examples of the use of the expressions “encaisse monétaire” and “‘encaisse 
nécessaire,” see Théorie de la monnaie, (1st ed.), pp. 39 and 43; and for the use of 
the expression “encaisse désirée,” see the Eléments (2d ed.), pp. 375, 379, 383, etc. 
The phrase “‘encaisse désirée’’ was introduced also into the version of the Théorie de 
la monnaie which is to be found in the Etudes d’économie politique appliquée, al- 
though the expression “encaisse monétaire” appears in this second version also. 
On the meaning assigned to the term H in the first edition of the Eléments, see p. 578, 
above, and especially note 22, thereto. The reader is warned that, in the later edi- 
tions of the Théorie and the Eléments, while the term H continues (as on p. 320 of 
the fourth edition of the Eléments) to be used as it was in the second edition (see e.g., 
p. 383 f. of the second edition)—i.e., as the “‘ ‘encaisse désirée’ expressed in com- 
modity (B)”’—in other words, as the essential equivalent of Keynes’s k—it is also 
used, with various subscripts, to indicate something quite different—as, for example, 
in the version of the Théorie contained in the Etudes d’économie politique ap pliquée 
(p. 95 f.), where Ha represents, not k, but ». This is, in fact, one of the aspects of 
Walras’ later treatment which might justify the assertion that the net effect of 
most of Walras’ elaboration after the first edition of the Théorie is to confuse the 
clear line of his general argument without a corresponding definitive gain in ana- 
lytical content. The same thing might be said of the other new features introduced 
into the second edition of the Eléments—such as, for example, the attempt to intro- 
duce into the general analysis the effect of the rate of interest, as well as the begin- 
nings of an attempt, which reached its most elaborate development in the fourth 
(1900) edition of the Eléments, to incorporate the equations representing the demand 
for money into his more general system of equations, particularly those dealing with 
“circulating capital.” Walras himself, as is apparent from his remarks in the Preface 
to the fourth edition (p. ix), regarded this new formulation as a considerable advance 
over his earlier presentation. For myself, however, quite apart from the fact that 
the successive elaborations have the effect of making Walras’ final presentation of 
the theory of money appear much more complicated than it really is, I must confess 
to grave doubts as to whether these additional refinements, whatever may be said 
of them on the score of elegance, do not in fact result in removing stili farther from 
reality the details of Walras’ general picture of the mechanism of adjustment of the 
“encaisse désirée” to the “desired” level—a picture that, even in its first formulation 
(Théorie de la monnaie, pp. 41 ff.), which envisaged an adjustment principally by 
means of an interflow between the arts and the money-use, left much to be desired 
from the standpoint of realistic description. 
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equation (3); and since, at several points in his analysis (e.g., 
on pages 378, 383 ff.), he presents equations involving the use of 
the term H, which is now characterized explicitly as representing 
the “encaisse désirée,” one might have expected him to pass easily 
from our equation (3) to the equations just mentioned, in the 
simple manner suggested above—viz., by substituting H for a 
summation of the a, 8, y, 6... . of our own equation (3). In 
fact, however, Walras prefers to write his equations in the form 
Qupu=H, or Q;’P.=H, in which prices are expressed, not in 
terms of the money-commodity—(U) or (A) as the case may be— 
but in terms of another commodity, viz., (B). The effect is to 
make his algebra unnecessarily cumbersome, since it involves a 
reconversion of all prices into prices expressed in terms of the 
money-commodity.** It is, however, obvious that if, in the man- 
ner of Marshall and Pigou, we consider commodity (B) as one 
which, like “wheat,” may be take as a crude measure of wealth 
in general,” then ~, or P,, which is the “price” of money in 

» The “expansion,” in this particular case, consists of the introduction, in addi- 
tion to the terms (A), (B), (C), (D) ...., which are now taken to represent 
merely “consumable” products, of terms such as (7)....(P).... (K), (K’) 
(K”) ..., representing various forms of “capitals” and “‘services,”” and (M), (M’) 
...., representing raw materials—all of them being “commodities the equivalent 
of which, in money, the exchangers desire to have in the form of a cash-balance.”’ 
(Bléments [2d ed.], p. 378.) 

3 As, for example, on p. 378 of the second edition of the Eléments, where Walras, 
in order to obtain what amounts to an expanded form of our equation (3), thinks 
it necessary first to write 

apatb+cpet+dpa cree =H, 
with the #’s representing prices in terms of commodity (B), and then to convert the 
equation into one corresponding with our equation (3), by dividing through the 


whole equation by pu=o- . An incidental effect of this procedure, of course, is to 
u 


obscure what might otherwise have been obvious at first glance—viz., that H, which, 
as we have pointed out, is nothing more nor less than Keynes’s /;, is equivalent to 
a+8+7+é...., when no attempt is made to express these ‘consumption units” 
in terms of an intermediate commodity (B), instead of bringing them directly into 
relation with the money-commodity (A). 

# On Marshall, see note 24, above, and the reference there given. On Pigou, see 
the latter’s Essays in Applied Economics, p. 177. Pigou lets R represent “the total 
resources, expressed in terms of wheat, that are enjoyed by the community,” and & 
the “proportion of these resources that it chooses to keep in the form of titles to 
legal tender.” It is obvious, therefore, that &R, which is clearly equivalent to 
Keynes’s &, is also the exact equivalent of Walras’ H. It is, of course, true—as 
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terms of “‘wheat,” may be taken as the equivalent of the 


“purchasing power” of money, or 4 The equations Q,p. =H, 


0,’ P, =H, may therefore be written 0, = pH, or Q;’ = pH; or, since 
Q, and Q;’ both represent the “quantity of money,” may be 
written directly in the form n= pk. 

Interesting also, in Walras’ newer formulation, is the treatment 
of the effect of credit instruments upon the value of money. It 
will be recalled that, in the first edition of the Eléments, Walras 
had taken account of the effect of credit instruments upon prices 
by adding to the first member of the equation of exchange— 
which, as we saw, was equivalent to Fisher’s MV—a term F, 
which was essentially the equivalent* of M’V’. In the second 
edition of his Eléments, Walras likewise takes account of the 
effect of credit instruments, by introducing a term F into the 
first member of the equation Q;’P,=H, which then reads* 


Keynes points out in his Treatise on Money (I, 232)—that “by measuring the quan- 
tity of Real Balances in terms of wheat, Professor Pigou is shirking, rather than 
solving, the question of the type of price-level” which may be regarded as being 
the reciprocal of something that is properly to be called the “purchasing power of 
money.” I am myself of the opinion that the statement of other commodities in 
terms of wheat is unnecessary, even from the standpoint of ease in exposition; yet 
it seems to me that Keynes clearly reads too much into what was obviously intended 
merely as an aid to exposition when he suggests that Pigou intends to imply that 
“relative prices are unchangeable, all individual prices and therefore all price-levels 
being fixed in terms of wheat” (Italics mine). A study of the exposition of Walras, 
whatever may be thought of its cumbersomeness, would at least have made clear 
just what is involved in adopting Pigou’s suggestion that these “individual prices’’ 
may be thought of as being expressed in terms of wheat—which is quite a different 
thing from thinking of them as being “‘fixed” in terms of wheat. 


33 On the general nature of such differences as exist between M’V’ and the F of 
Walras’ first edition of the Eléments, see note 26, above, and also note 35, infra. 

4 Eléments (2d. ed.), p. 416. Substantially the same procedure had been followed 
by Walras in the first edition of his Théorie de la monnaie, when, letting P equal 
“the amount of paper money,” he wrote (p. 45): 

Qat+P=QOj+at+Bbpotrypetipas+++. 

If we remember that Qj’ =Q.a—Qj; that at+S+7+é.... =H; and if we let p 
equal an index of prices weighted by the quantities a, 8, 7,8... . , it is obvious 
that we may write Q4’+-P=pH—or, since the of this equation is equal to the 
reciprocal of the Pa of the equation in the second edition of the Eléments, and the 
P of this equation is identical with the F of the later equation, we may write, 
(Q4’+F)Pa=H; which is the equation given in the editions of the E/éments begin- 
ning with the second edition. 
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(Q1’+F)P.=H. Viewed superficially, the modification might 
seem to be the same in the two cases; and yet a closer examination 
of Walras’ analysis shows that he was fully aware of the differ- 
ence in the implications of equations of the type used in the first 
edition of the Eléments—i.e., equations of the Fisherian type—and 
equations of the “cash-balance”’ type. It will be noted, first of all, 
that, whereas the F of the first edition of the Eléments represents 
the “number of exchanges effected by means of fiduciary money,” 
the F of the second edition represents the “amount”’ of fiduciary 
money. In other words, whereas the F of the first edition is 
essentially equivalent to M’V’, the F of the second edition is 
equivalent to M”’ alone.*s It could hardly be possible to find 
clearer evidence of the fact that Walras was perfectly well aware 
of the relationship between the notion of an “encaisse désirée”’ 
and the “velocity of circulation” of money, in the ordinary formu- 
lation of the latter concept. 

Interesting, though hardly of a major significance, is a com- 
parison between Walras’ final algebraic formulation with that 
of Keynes. Beginning with the second edition of the Elémenis, 
as we have seen, Walras chose to take account of the effect of 
credit instruments by inserting a special term for cash-balances 
kept in the form of money substitutes, so as to give his final 
equation a form which might be represented by the expression 
n-+n’ = pk, whereas Keynes chose to take account of the effect 
of these credit instruments by differentiating his “consumption 
units” according to whether they were covered by balances in 
the form of standard money or of money substitutes, so as to give 
his equation the form n= p(k+rk’). 

3s It is true, of course, that two of the items which are regarded by Walras as 
being included in the F of the first edition of his Eléments, viz., “a term equal to 
twice the sum cleared by book-credits,” and “‘a term equal to twice the sum cleared 
by the liquidation of checks,” do not contain an explicit V’, as do the other two 
terms, viz., bank notes, and bills of exchange used as money, each of which is pro- 
vided by Walras with its own “coefficient of circulation.” This does not alter the 
fact, however, that the F of the first edition of the Eléments is definitely to be thought 
of in terms of a “flow,” analogous to M’V’, whereas the F of the second edition is 
thought of as a stock, analogous to M’. 


36 Keynes may perhaps be regarded as following, in this respect, the example of 
Pigou (Essays in Applied Economics, p. 180), in that the latter (1) does not add to 
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It is interesting, however, to note that, in the later version of 
the Théorie de la monnaie, Walras introduced a term equivalent, 
in its net effect, to Keynes’s r, when, letting Q represent the 
quantity of metallic money, he wrote” F =fQ; whence, if we let p 
represent the “price” of money in “some other commodity,” in 
which H is also expressed, we have*® Q(1+/)p=H, which, re- 
written in terms suggested by Keynes’s notation, becomes 


n(1 +r)5=H, or n+rn= pk. 


Once again, it will be noticed, Walras prefers to regard the 
“real balances”—i.e., H—as an undifferentiated aggregate, such 
differentiation as is thought necessary to take account of the 
effect of the use of money substitutes being made on the “money 
side” of the equation. On the other hand, in the Introduction to 
the first edition of the Théorie de la monnaie, Walras presents a 
notation which, after some modification which may be thought 
necessary because of what might be regarded as a temporary de- 
parture from the implications of the general notion of an “encaisse 
désirée,” can very easily be brought into relationship with 


the “money side” of the equation a separate term corresponding to Walras’ F 
(or m’); and (2) in his final formulation, like Keynes, and unlike Walras, includes his 
terms which are intended to take account of the effect of money substitutes, on the 
“goods-side” of the equation. On the other hand, Pigou, like Walras, and unlike 
Keynes, uses a single formula for total “‘real balances”—viz., &R, which is equivalent 
to Walras’ H—without breaking this total down into two terms, represented respec- 
tively by expressions corresponding to Keynes’s & and k’. In Pigou’s notation, the 
latter terms would, of course, be represented by the expressions &R-+c, and 
kR-+ h(1—c), respectively. 

3” Etudes d’économie politique appliquée, p. 79. # Ibid. 

»# It is, of course, by no means clear that Walras is here guilty of any greater sin 
than a certain looseness in exposition. It is true that the expression “amount of 
exchanges to be settled,” which Walras assigns to the term H, suggests the general 
approach associated with equations of the Fisherian, rather than of the ‘“‘cash- 
balance” type: but Walras may have meant by the expression cited no more than 
he meant when he defined H, in the second edition of the Eléments, as the “‘encaisse 
désirée” in real terms—i.e., the commodities the equivalent of which, in the form of 
money, exchangers desire to hold in the form of a cash-balance. It is only because 
Walras does not specifically define the term H, in the first edition of the Théorie de 
la monnaie, as the “‘encaisse désirée,”’ that I have thought it fair to point out that 
some latitude must be allowed in order to obtain the interpretation which I have 
suggested in the text. 
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Keynes’s final formulation, since, like the latter, it involves a 
differentiation, intended to take account of the effect of credit 
instruments, in the second, rather than the first, member of the 
equation. Walras, writing H for the “total exchanges to be 
settled,” and C for the “amount of exchanges which are settled 
by ‘clearing’ ”’ (i.e., by the use of money substitutes), presents the 
equation” 0p = H—C. 

At a later point in the same edition of the Théorie, Walras him- 
self remarks that “to the extent to which the use of ‘clearing’ 
develops, the cash-balance which must be kept in the form of 
money becomes less and less.’ It would seem to be doing no 
violence to Walras’ analysis, therefore, to take H in the meaning 
assigned to it in the second edition of the Eléments—i.e., as the 
figure for total ‘“‘real balances’”—and to regard C as that portion 
of the real balances the equivalent of which is kept in the form 
of money substitutes. It is obvious that since C will then be 
equal to Keynes’s rk’, H must then be equivalent to k+-rk’. It is 
. apparent, therefore, that Walras would not have been at all sur- 
prised at the suggestion that the differentiation which is intended 
to take account of the effect of credit instruments may be intro- 


duced into the second, just as easily as into the first, member of 
the “real-balances” equation; though it is apparent also—in 
which respect I must confess that I agree with him—that his own 
preference was for a differentiation on the “money side” of the 
equation, rather than on the “real-balances”’ side. 


III 


Such are the plain facts with respect to the evolution and the 
general nature of Walras’ contributions to monetary theory. It 
was, of course, not to be expected that either as a whole, or in 
detail, they should command unqualified assent upon the part of 
economists. What ought to have been expected, none the less, is 
that the writings upon any subject of an economist of the stature 
of Léon Walras should at least have been consulted both by his- 
torians of doctrine and by original workers on the problems in 

#” Théorie de la monnaie (1st ed.), p. 15. 

« Ibid., p. 45. Cf. the second edition of the Eléments, p. 416. 
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which he was interested. Having been consulted, they should 
have been correctly understood and fairly evaluated, even if the 
argument which they advanced was not regarded as acceptable. 
Yet it will appear, from the following account of the treatment 
which Walras’ contributions to monetary theory received at the 
hands of subsequent writers, that, in the first place, his writings 
have been co apletely ignored by a number of writers who pro- 
fessed to be directly concerned with problems which he was 
discussing; and that, in the second place, even in instances in 
which there is clear evidence that Walras’ writings were con- 
sulted, there is no evidence that their real significance was 
recognized to an extent which can be regarded as commensurate 
with their importance. 

Consider, for example, the treatment of Walras by writers who 
have attempted to evaluate his importance from the standpoint of 
the general evolution of monetary theory. It is true that not all 
historians of doctrine have been quite as unfair in their treatment 
of Walras as was F. Hoffmann, who, in his Kritische Dogmenge- 
schichte der Geldwerttheorien, has given an account of the doctrines 
of Walras which can only be described as a series of inexcusable 
misrepresentations.” Yet the fact remains that most of these 

# According to Hoffmann, for example (0. cit., p. 202), ““‘Walras divides the 
quantity of money into two parts—that which circulates, and that which is to be 
found in the cash-boxes (Kassen) of private people, etc. The first represents the 
quantity, the second the demand.” It should, of course, have been perfectly clear, 
in the first place, from the passage (p. 376 of the second edition of the Eléments) on 
which Hoffmann bases these extraordinary statements: (1) That it is the stock of 
the money-commodity, and not the stock of money, which is divided into “two parts”; 
(2) that these “two parts” are the “parts” of the stock of the money-commodity 
which are devoted to the money- and the commodity-use, respectively, and are not 
the “parts” of the money-stock which “circulate” and which do not “circulate,” 
respectively; and (3) that Walras, recognizing the implications of the “‘cash-balance 
approach” much more clearly than do some of its present-day adherents, nowhere 
uses a type of exposition which would give countenance to the suggestion that he 
would have been prepared to recognize a distinction between “circulating” and 
“non-circulating” money—to say nothing of being prepared to characterize money 
held as a cash-balance as “‘non-circulating.” In the second place, it is obviously 
meaningless to speak of two parts of a money-stock as representing the “supply” 
and the “demand” for money, respectively. What one may say is rather that the 
notion of an “encaisse désirée” may be conceived of as representing cither the 


“quantity of money” or the “demand for money,” depending upon the precise 
meaning which is given by the context to the notion of an “‘encaisse désirée.”” Con- 
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writers have been content either to catalogue Walras as a “quan- 
tity theorist” of the most rigid and mechanical type, or to dismiss 
the whole of his writings upon the subject of money as having no 
significance aside from their relationship to the general theory of 
bimetallism and certain schemes for monetary reform.* With 
these aspects of Walras’ writings, I am not here primarily con- 
cerned. Nor am I particularly concerned here to defend Walras 
against the charge that he was a “rigid” quantity theorist. The 
important thing to recognize is that questions of this type pale 
into insignificance in the light of the fact that Walras presented 
two quite different sets of analytical tools to be used in attacking 
the problem of the value of money. The questions which really 
called for discussion concerned the nature of these tools, their 
general usefulness, and their relationship to one another, rather 


ceived of as the “real’’ value of the monetary stock—the amount of real wealth 
which people are prepared to give up in order to possess themselves of a cash- 
balance of the desired amount—the “‘encaisse désirée” is not a part of the monetary 
stock at all, but is rather to be represented by Walras’ H, or Keynes’s &. Conceived 
of as the actual sum total, as measured in terms of an absolute number of monetary 
units, of the cash-balances which people desire to keep, the “‘encaisse désirée” is 
identical with the money-stock, and would be represented by Walras’ Ha or Q4’, or 
Keynes’s n. 

4 For an example of a classification of Walras as a “‘mechanical” quantity 
theorist, see M. Palyi, in his article “Quantititstheorie,” in the fourth edition of the 
Hwb. der Staatswiss., VI, 1149; and see also the quotation from Wicksell on p. 594, 
infra. For examples of a discussion of Walras’ monetary theory which pays atten- 
tion only to his analysis of the theory of bimetallism and his proposals for monetary 
reform, see the review by W. Lexis of the Théorie de la monnaie, in the Jahrb. fiir 
Nat.-sk. u. Stat., LI (1888), 73; and the review by Wicksell of the Etudes d’économie 
politique appliquée, in the same periodical, LXXIII (1899), 825 ff. The summary 
by R. Kerschagl, in his introduction to S. Raditz’ much-criticized German transla- 
tion (1922) of the Théorie de la monnaie, of Walras’ “‘contributions” to monetary 
theory, like the two reviews just cited, directs its attention primarily to Walras’ 
proposals for monetary reform, and fails to make any reference whatever to the 
“encaisse désirée’”’—an omission which Amonn, in his otherwise very severe criticism 
of the Kerschagl-Raditz version (Archiv f. Sos.-wiss. u. Sos.-pol., Vols. XLIX and 
LI [1922-24], allows to pass without comment, though the passages discussing the 
“encaisse désirée’”’ appear to have been translated with reasonable accuracy. By 
way of contrast, it should be noted that O. Weinberger, in his Mathematische Volks- 
wirtschaftslehre (p. 186), characterizes Walras’ monetary theory as “‘path-breaking,” 
though he does not attempt to show, by comparison of Walras’ work with that of 
other writers, why it deserves to be so characterized. See also the laudatory re- 
marks by Marschak and Bilimovit, in the articles cited in the following note. 
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than the particular results which Walras himself may have ob- 
tained by their use. 

There is a rather melancholy irony in the fact that, in the few 
cases I have been able to discover in which writers have at- 
tempted to compare the work of Walras with that of Fisher, there 
is no evidence that the writers concerned understood what 
Walras was driving at. Without exception, for example, they 
have overlooked the difference between the formulation of the 
first edition of the Eléments and the later formulations.“ Appar- 
ently honestly anxious to pay homage to Walras, they have 
undertaken to show that Walras must be mentioned in any at- 
tempt to trace the “paternity” of the Fisher equation.** Yet the 
equation which they present in proof of their contention is 
Walras’ equation, H,=a+f8p+vp.+5pa ...., which, as we 
have seen, is an equation of the form, and with the implications, 
of Keynes’s equation m= pk/* One of these writers goes so far 
as to mutilate this second equation of Walras beyond recognition, 
by making it equivalent to Fisher’s >> pq; though he is willing to 
admit that Walras’ formulation differs from that of Fisher in that, 
for some mysterious reason, Walras did not “add” to his equations 
of the second type a term for the velocity of circulation of 
money !47 

Much more surprising, however, are the facts with respect to 
the treatment accorded to Walras by writers who have been 
especially interested, not in tracing the evolution of monetary 

“ Thus, for example, J. Marschak, in his paper “Die Verkehrsgleichung,” in the 
Archiv fiir Soz.-wiss. u. Soz.-pol. LIL (1924), 366 n., cites not only the first, but also 
the second edition of Walras’ Eléments, by way of proving that Walras had antici- 
pated Newcomb in the formulation of an equation of exchange of the Fisherian 
type. See also A. Bilimovit, “Kritische und positive Bemerkungen zur Geld- 
werttheorie,” in the Zeitschrift fiir Nationalékonomie, II (1931), 368. 

4s See, for example, F. Vinci, in his review of Fisher’s Purchasing Power of 
Money, in the Giornale degli Economisti, Vol. XLVIII (1914), especially pp. 509 ff.; 
also the references to Marschak and Bilimovié in the preceding note. 

# See p. 580, above, and note 28 thereto. 

4 So Vinci, loc. cit. It should, of course, be clear from our study of Walras’ pro- 
cedure in the first, as contrasted with the later editions of the Eléments, that Walras 
would never have assented to this equating of the stock of money to Zpg. According 


to Walras, it is MV—or, as Walras wrote it, a’”’Q4’—which would be equivalent to 
=pq, and not M, which, in Walras’ notation, was written Qj’, or Ha. 
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theory in general, but rather in specific problems on which the 
notion of an “encaisse désirée’’ could be expected to throw an 
unusual amount of light. We may take, as a first example, the 
problem of the velocity of circulation of money. It is, of course, 
somewhat unfair to criticize sins of omission, in this connection, 
from a vantage point which makes it possible to survey the in- 
tensive discussion of the last decade concerning the nature of the 
relationship between the notion of “velocity” and the “cash- 
balance approach” generally—a relationship which, although it 
has been correctly analyzed by many writers, is even nowadays 
commonly misunderstood or misrepresented. It must be remem- 
bered, nevertheless, that, in the first edition of his Eléments, 
Walras presented a notion of velocity which must have been per- 
fectly familiar to all writers, regardless of their own particular 
orientation, and that, in his later publications, he abandoned the 
approach which involved the use of this notion of velocity in favor 
of what would now be called the ‘“‘cash-balance approach.” Surely 
the change should at least have been regarded as being of sufficient 
importance to warrant its being mentioned! Yet E. Kellenberger, 
whose Geldumlauf und Thesaurierung,* despite its misleading title, 
must be regarded as the first attempt to deal with the problem 
of the velocity of circulation of money and with the history of 
doctrine concerning that problem on a scale commensurate with 
its importance, makes no mention whatever of Walras. 

Similarly, J. F. Feilen, in his Die Umlaufsgeschwindigkeit des 
Geldes,” says of Walras only that “in his formulation of the 
quantity theory” Walras “does not once mention velocity of 
circulation,” without any indication whatever of the fact that 
Walras presented, not one, but two, “formulations” of the 
“quantity theory,” in the first of which the notion of “velocity 
of circulation” appeared under the guise of a “coefficient of 
circulation,” and in the second of which it was consciously re- 
placed by the notion of an “encaisse désirée.” Most surprising of 
all is the case of Holtrop, who not only had the advantage of writ- 
ing after the issues involved in the alternative “approaches” to the 

# Ziirich, 1920. 

* Berlin and Leipzig, 1923; see p. 124 n. 
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problem had become crystallized, but also gives every evidence of 
having seen the importance of the issues, and of having attempted 
to grapple with them.” Yet Holtrop, so far as I have been able 
to discover, makes no mention, in either his text or his bibliog- 
raphy, of Walras, who provides so neat an example of a conscious 
evolution from one type of approach to the other!* 

Or consider, in the second place, the special problem of the 
application, to the particular problem of the value of money, of 
the general analytical apparatus which is associated with what is 
referred to as the “‘general theory of value,” and, in particular, 
the theory of “utility,” as affecting “value.”’ I do not propose here 
to go with any detail into the questions which are raised when 
this problem is posed, except to say that many of these questions 
seem to me highly factitious. I cannot pretend, for example, to 
have complete sympathy with those protagonists of the “‘cash- 
balance approach” who have argued, or implied, that some special 
merit attaches to that approach merely because it makes it 
possible to regard the problem of the value of money as being 
merely a special case of the “general theory of value,”’ and there- 
fore susceptible to treatment by the apparatus which is provided 
by this “general theory of value.” My point here is simply that 

% On Holtrop’s work generally, see note 2, above. Characteristic of Holtrop’s 
insight otherwise, for example, is his establishment, as one of the fundamental 
dichotomies in his general classification of theories with respect to the velocity of 
circulation of money, of the dichotomy “ ‘cash-balance theory’ versus ‘motion- 
theory.’ ”’ Keynes (Treatise on Money, II, 23) seems to me clearly to have misap- 
prehended the meaning of Holtrop’s general discussion when he implies that Hol- 
trop’s dichotomy turns, not upon the distinction between the “motion-theory” 
and the “‘cash-balance theory” of velocity, but rather upon considerations associated 
with the notion of “‘income-velocity.” 


Ss It was only after the writer had completed this article that he came upon the 
latest monograph on the velocity of circulation of money: Le vitesse de circulation 
de la monnaie, by H. Hornbostel (Paris, 1930). Not least among the demerits of 
this book is its really appalling ignorance of the literature. One is therefore hardly 
surprised to notice that here (see especially p. 17 of the work cited), as elsewhere, 
Walras is dismissed with a passing reference to his place in the general development 
of the theory “known under the name of final utility.” The really remarkable thing 
about Hornbostel’s book, however, is that he devotes a special chapter (pp. 75 ff.) 
to the topic “L’encaisse désirée, facteur de la vitesse de circulation,” without a 
word to indicate that the name of Walras is in any way associated with the concept 
of an “encaisse désirée’’| 
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Walras himself, on more than one occasion, pointed out the con- 
nection between the notion of an “encaisse désirée” and the ap- 
plication of the “newer” value theory.” It was only fair to 
expect, therefore, that those who have discussed the problem of 
the value of money from the point of view of this “newer” value 
theory, ought, in discussing Walras, to have made some mention 
of the “encaisse désirée.”” Yet writers such as Weiss, Bortkiewicz, 
and Hirsch—to cite only those writers who have devoted a 
treatment that can be regarded as monographic in character to 
the special problem of the relationship of the theory of the value 
of money to the “newer” value theory—do, indeed, cite Walras,* 


% In the first edition of the Théorie de la monnaie, for example, (p. xi f.), Walras 
declared that he was “interested in the question of money” not only “because of its 
own importance and current interest,” but “even more, perhaps, because it lends 
itself to one of the first and most decisive applications of my system of pure eco- 
nomics”; and, after pointing out that this “system” had been expounded in his 
Eléments, he went on to remark that the second edition of the Eléments had been 
delayed “‘precisely by the renovation (renouvellement)” of his theory of money. See 
especially, however, the “‘Note on the ‘quantity theory’ ” which Walras appended 
to the version of the Théorie de la monnaie that is to be found in his Etudes d’ économie 
politique appliquée—especially p. 153, where Walras, after declaring his intention 
to “use the mathematical method once more to identify the quantity theory with 
the theory of rarefé in such a way that it would be necessary to refute the latter in 
order to have the right to deny the former,” and after pointing o;t that “in order 
to do this, one must distinguish and make evident what one may call the final degree 
of utility, the intensity of the last need which is satisfied, or the rare/é of money,” 
went on to declare, in so many words, that what made it possible to accomplish 
easily this latter task was the “consideration of the encaisse désirée”’ (Italics mine). 


83 See F. X. Weiss, “Die moderne Tendenz in der Lehre vom Geldwert,” in the 
Zeitschrift fur. Volkswirtschaft, Socialpolitik, u. Verwaltung, XTX (1910), 509 f., 
516f.; L. von Bortkiewicz, “Der subjektive Geldwert,” in Schmollers Jahrbuch, 
XLIV (1920), 161, 165 n.; and W. Hirsch, Grensnutsentheorie und Geldwerttheorie 
(Jena, 1928), p. 130. I have described the treatment of these writers as being 
“‘monographic in character,” as contrasted with occasional instances in which the 
problem has been treated without any pretense at an exhaustive survey of the litera- 
ture. At least one of these instances of an attempt to show how many can be 
“brought under the law of decreasing utility, or ‘final utility’ ’—viz., that of T. N. 
Carver, in the Pub. Amer. Econ. Assoc. (1905), Vol. XIX (third series, Vol. VI), pp. 
129 ff.—seems to me, however, to deserve special mention, for the clear grasp that it 
shows with respect to the comparatively simple principles involved. In the light of 
Professor Carver’s lucid final paragraph, only a carping critic would object to his 
tendency to speak at times (e.g., p. 130) of utility as a “‘sum of advantages” to 
“society,” instead of to the individuals of “flesh and blood” (cf. the remarks of 
W. A. Scott, ibid., p. 119) who compose society. It is true that Professor Carver 
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but only in connection with his contributions to the general 
theory of value, and without a word of reference to that part of 
Walras’ analysis of the problem of the value of money which 
Walras himself regarded as its central link with the general 
theory of value—viz., the “encaisse désirée.”’“ 

Consider, finally, the treatment of Walras by those writers who 
may be regarded as being most emphatically theorists of the 
“cash-balance” type. I am here considering, of course, only those 
writers who give clear evidence of having consulted Walras at one 
time or other. Such a writer was Wicksell, whose own place in 
the history of doctrine with respect to the general notion of cash- 
balances (Kassenbestdnde) is one which deserves a more extended 
treatment than I can accord it here. Yet Wicksell, instead of 
calling attention to the notion of an “encaisse désirée,” and its 
implications as an analytical tool, was content to summarize the 
work of Walras in the field of monetary theory by a statement to 


himself did not, like Walras, attempt to construct, as an inevitable corollary from 
his general analysis, what would now be regarded as a clear example of the “cash- 
balance approach” to the problem of the determination of the value of money; but 
his analysis is certainly such as to provide a basis for that approach—as was recog- 
nized by so articulate a champion of the “‘cash-balance approach” as Professor 
Pigou (Pigou, Essays in Applied Economics, p. 181). 

s By way of honorable exception to the general rule of neglect of that part of 
Walras’ discussion which is relevant to the problem in hand, the names of J. Schum- 
peter, G. Del Vecchio, and A. Bilimovit should be mentioned. Schumpeter, in the 
obituary notice of Walras cited in note 14, above, pointed out specifically, as Walras 
himself had done, the essential difference, with respect to the problem of incorporat- 
ing the special case of the value of money into the general structure built upon the 

‘law of marginal utility,” between the notion of a “demand for money” represented 
by the “‘circulation a desservir” and the notion represented by the “‘encaisse désirée.” 
Neither Del Vecchio nor Bilimovit point out the difference between Walras’ first and 
his later formulations, but they do undertake to criticize Walras’ final formulation, 
so far as it bears on the problem under discussion. Del Vecchio, it is true (see his 
“T Principii della Teoria Economica della Moneta,” in Giorn. degli Econ., XX XIX 
[1909], 267 ff.; cf. also his Grundlinien der Geldtheorie [1930], pp. 13 ff.), does not 
mention the “encaisse désirée’”’ by name, but at least it can be said that he not only 
shows acquaintance with the parts of the Eléments which deal with the point under 
discussion, but also that he sees that the whole problem turns upon the question 
whether, as Walras held, money may be said to provide a “service” to the in- 
dividual who holds it, during the time it is being held. The same may be said of 
Bilimovié (loc. cit.; cf. note 44, above), who refers to the relevant passages in the 
Etudes d’économie politique appliquée, and mentions the “encaisse désirée” by name. 
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the effect that it provides proof for the contention that while 
Walras was, in his general economic theory, “the greatest 
synthesizer of his time, and perhaps of all time,’”’ he was, as the 
creator of analytical tools (als Analytiker), with the exception of 
certain aspects of his theory of value, a man who “for the most 
part was satisfied with the traditional material, without further 
examination”—as witness “his adoption of the rigid quantity 
theory of money’’!5s 

Hardly less surprising is the case of K. Schlesinger, whose 
Theorie der Geld und Kreditwirtschaft, which takes its place with 
Aupetit’s Théorie générale de la monnaie as one of the few mathe- 
matical monographs on monetary theory outside of the writings 
of Walras himself, has received less attention than is properly its 
due.® Schlesinger actually cites the section in Walras’ Eléments— 
though not in the Théorie de la monnaie—which contains the 
discussion of the “encaisse désirée’’ ;5" and, in view of the fact that 
the third chapter of Schlesinger’s book is largely concerned with 
a discussion, strongly resembling that of Walras at a number of 
points, of the general theory of cash-balances, one might have 
been inclined to list Schlesinger as one who, with Aupetit, shows 
clearly the influence of Walras.* Yet one is surprised to note not 
only that Schlesinger fails to mention the “encaisse désirée,” but 
also that his citation to Walras is in connection with what is, for 
our purposes, the least important part of the latter’s discussion— 
viz., the relationship between the arts and the monetary demand, 
and certain aspects of the theory of bimetallism. One surmises, 

ss See Wicksell’s review of the Etudes d’économie politique appliquée, in the Jahrb. 
f. Nat.-tk. u. Stat., LXXTII (1899), 830. 

8 Schlesinger’s book was published in t914 (Munich and Leipzig). I have, how- 
ever, been able to find only one instance, in the writings of outstanding contempo- 
rary monetary theorists, of a reference to Schlesinger which would indicate that this 
book may be regarded as being worthy of more than passing notice. See Schumpeter, 
“Das Sozialprodukt und die Rechenpfennige,” in the Archio fiir Soz.-wiss. u. Soz.- 
pol., XLIV (1917), 629. On Aupetit, see n. 4, above; but especially p. 598 f., infra. 

5? Schlesinger, op. cit., p. 103 n. 

8 See, for example, the use, by Schlesinger (0p. cit., pp. 83 ff.) of equations of 
the form Qufu=W, in which W has a meaning not far removed from that of Walras’ 
H and Keynes’s £; also the introduction (pp. 93 ff., 99 ff.), of the rate of interest as 
a factor affecting the size of cash-balances. 
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therefore, that Schlesinger, despite his ultimate concern with what 
must be regarded as theory of the “cash-balance” type, did not 
derive his inspiration directly from Walras at all!® 

We come, finally, to what may perhaps be regarded as the most 
interesting part of the whole history of the treatment by subse- 
quent writers of Walras’ contributions to the general theory of 
money—viz., their fate at the hands of the later representatives 
of the so-called “School of Lausanne.” It is well known that the 
“doctrine of cash-balances,” as developed by Marshall, has been 
taken over bodily by the three outstanding monetary theorists of 
the “Cambridge School’”—Pigou, Robertson, and Keynes.” In 
the case of both the “Austrian School” and the “Lausanne 
School,” on the other hand, while Walras found a disciple in 
Aupetit, and Menger found one in Mises,®* there is no parallel to 
the rather remarkable degree of unanimity that one finds among 


% This surmise is strengthened by the fact that, at the outset of the chapter 
referred to, Schlesinger refers for his chief inspiration not to Walras, but to the 
“section on the demand for money and the value of money in Helfferich’s Das Geld”’ 
—a section which quotes at length from Karl Menger the latter’s most important 
utterances on the general subject of “‘cash-balances.”” Curiously enough, Menger is 
not cited directly by Schlesinger, any more than is Walras! 

In his Treatise on Money (I, 229), Mr. Keynes announces that while he was 
“formerly .... attracted by this line of approach,” he now questions its general 
usefulness. The reasons he gives, however, for preferring some other line of attack, 
seem to me to be quite inconclusive, since they concern either (1) aspects of Keynes’s 
own presentation which are, as he himself suggests (ibid., p. 224), by no means a 
necessary part of the “real-balances” approach, and which, therefore, may be 
avoided by a careful restatement of the problem; or (2) concern broader aspects of 
the theory of credit—such as the effect of the rate of interest, and “the distinctions 
between incomes and profits and between savings and investment”—which Keynes 
now proposes to deal with by means of his new “fundamental equations” (ibid., 
pp. 133 ff.) This is, however, only to say that the problems for which the “‘cash- 
balance approach” is helpful— is, indeed, indispensable—viz., problems associated 
particularly with what is commonly referred to as the velocity of circulation of 
money”—are not the only problems with which the monetary theorist has to deal! 
The real question is whether the particular form of the cash-balance approach which 
Keynes himself used is the most helpful one. On this question I must once again 
refer the reader to my book on the Velocity of Circulation of Money, referred to in 
note 2, above. See also, however, note 74, infra. 

* For an examination of the relationship between the analysis of Menger and 
that of Mises, as well as between the analysis of Menger and that of Wieser, I must 
refer the reader again to my book, mentioned in note 2, above. 
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the disciples of the great founder of the “Cambridge School.” 
It is, perhaps, idle to speculate upon the reason for this difference. 
One can only imagine what might have happened if Pigou had 
adopted the same attitude of indifference to Marshall’s formula- 
tion of the “‘doctrine of cash-balances”’ that Wieser adopted with 
reference to its formulation by Menger, and Pareto adopted with 
reference to its formulation by Walras.* 

One thing, at any rate, is certain—and that is that Pareto, 
from first to last, seems to have been completely blind to the 
implications of the notion of an “‘encaisse désirée,” which, so far 
as I know, is not mentioned in his writings. One has, for 
example, only to read Pareto’s discussion of the problems as- 
sociated with the idea of a velocity of circulation of money*— 
a discussion which contains not a single element of novelty— 
to see how far Pareto was from appreciating the implications of 
the analysis of his great predecessor. One can, indeed, understand 
that Pareto may, after examining the whole set of analytical 
notions associated with the concept of an “encaisse désirée,” have 
decided that it did not represent a significant or useful approach 
to the problem of the determination of the value of money. It 

® Tt is interesting to note, for example, that even Keynes, in his often cited 
review of Fisher’s Purchasing Power of Money (Econ. Jour., XXI [1911], 393)—a 
review published some six years before Pigou published his article “The Value of 
Money” (Quar. Jour. Econ., Vol. XXXII [1917])—in contrasting Fisher’s approach 
with that suggested by the “oral tradition” of the “Cambridge School” deriving 
from Marshall, confines his attention virtually exclusively to Marshall’s suggestions 
with respect to the mechanism of price-rise as effected through movements in bank 
reserves and discount rates, without a word with respect to the ‘‘cash-balance” ap- 
proach, though, as Marshall himself pointed out later (Money, Credit, and Com- 
merce, p. 45 n.), the essential parts of this type of analysis are to be found in Mar- 
shall’s evidence before both the Gold and Silver Commission of 1887-88 and the 
Indian Currency Committee of 1899. 

% Interestingly enough, Pareto, in his Cours (section 317, n. 1; I, 195 n.) quotes, 
from the second edition of Walras’ Eléments, the sentence with which Walras 
begins his discussion of the “encaisse désirée’”’; but he quotes it only in connection 
with the problem as to the effect, upon the value of a commodity, of its use as 
money. Pareto, of course, might just as well have cited the first edition of the 
Eléments in this connection, since, as we have seen (cf. p. 8, above), Walras dealt 
with this problem there also. 


“See Pareto’s Manuel d’économie politique, pp. 368 ff. of the second (1927) 
edition. 
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must, however, remain a source of surprise that Pareto should 
never have thought it necessary to comment upon, or to express 
his reasons for rejecting, a type of analysis which Walras con- 
sciously substituted for the earlier analysis of the first edition 
of the Eléments, and to which he not only held fast, but made ad- 
ditions, in every one of his later writings which dealt in some way 
or other with the general problem of the determination of the 
value of money. 

The consequence of this really extraordinary procedure, on the 
part of Pareto, was that it set an unfortunate model for those 
members of the “School of Lausanne”’ who seem to have derived 
their inspiration from Pareto, rather than from Walras directly. 
Thus, for example, R. A. Murray, in his Lecons d’ économie 
politique suivant la doctrine de Vécole de Lausanne, follows 
Pareto’s example in ignoring completely the utterances of Walras 
on the problem with which we are here concerned. Thus, also, 
G. H. Bousquet, in his book on the life and work of Pareto, 
though he points out that, in the discussion of the problem of the 
value of money in Pareto’s Cours, “the notion of velocity of 
circulation nowhere appears,” does not himself comment on the 
fact that Pareto here neglected the lead which should have been 
given him by Walras’ notion of an “encaisse désirée.’”’ The same 
writer, in an article on the work of J. Schumpeter, remarks that 
Schumpeter’s Sozialprodukt und die Rechenpfennige “shows how 
well he [Schumpeter] has penetrated into the spirit of the theories 
of Walras, and how well he knows, also, how to complete and 
elaborate [approfondir] them.” Surely this is an extraordinary 
statement, in view of the fact that Schumpeter’s brilliant paper, 
despite its assertion of an intention to carry the discussion farther 
along the lines sketched by Walras and Aupetit, together with 
other writers, not only makes no reference to the notion of an 

*s Paris, 1920. See especially pp. 331 ff. For another example of a following of 
the lead of Pareto on questions of monetary theory at the expense of a complete 
ignoring of the contributions of Walras, see A. de Pietri-Tonelli, Trailé d’économie 
rationelle (Paris, 1927, especially pp. 426 ff., 449 ff., 465 ff. 

 G. H. Bousquet, Vilfredo Pareto, sa vie et son euvre (Paris, 1928), p. 88. 

% Réoue d’économie politique, XLIII (1929), 1028. 
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“encaisse désirée,” but actually keeps strictly away from any of 
the suggestions implicit in the cash-balance approach.® 

The influence of Walras on the members of the “School of 
Lausanne” seems, in fact, if we except the brief summaries of 
Walras’ utterances on the subject of the “encaisse désirée’’ given 
by Antonelli, Zawadski, and Weinberger, to be confined almost 
entirely to A. Aupetit, whose Théorie générale de la monnaie is 
definitely oriented along the lines laid down by Walras, rather 
than along those suggested by Pareto. Aupetit certainly used the 
notion of an “encaisse désirée’’ ;7 and his discussion of the “‘circu- 
latory” function of money as related to the “besoin d’approvision- 
nement’’ shows that he had at least more than a superficial under- 
standing of the general drift of Walras’ argument.” Yet it is also 
true that even Aupetit’s understanding of the implications of the 
notion of an “‘encaisse désirée’”’ was neither entirely accurate nor 
complete. In view of the fact that Walras, in the passage cited 
above, had called particular attention to the fact that he was 
substituting the notion of an “encaisse désirée”’ for the notion of a 
“circulation a desservir’’ which had appeared in his earlier writings 


on money, it is certainly inaccurate to identify the two concepts, 


6 Schumpeter’s reference to Walras and Aupetit is to be found in the article 
cited in note 56, above. There is, it is true, one aspect of Walras’ work to which, 
so far as I know, nobody has yet called attention, which should certainly be cited in 
any history of doctrine which would undertake to trace the history of the notion 
which Schumpeter has called “forced saving” (erswungenes Sparen)—a notion 
which in fact goes back at least as far as Malthus (see his review of Ricardo, Huskis- 
son, et al., in the Edinburgh Review for 1811 [XVII, 363 ff.]; also Torrens’ Essay on 
the Production of Wealth [1821], especially p. 326 f.)—but which the “(Cambridge 
School,” apparently uninfluenced by the brilliant suggestions on this head which 
Schumpeter had already published in his Theorie der wirtschaftlichen Entwickelung 
(1st ed., 1911), has recently discovered for itself and has discussed under the head 
of such expressions as ‘Imposed Lacking” and “Real Levies.” See, in this connec- 
tion, the remarkably fresh discussion by Walras, in the section of his Théorie 
mathématique du billet de banque (1879) which is entitled “Increase of capital by the 
issue of bank-notes.” (Walras, Etudes d’économie politique appliquée, pp. 348 ff.). 

%® See E. Antonelli, Principes d’économie pure (1914), pp. 181 ff.; W. Zawadski, 
Les mathématiques appliquées a V économie politique (1914), pp. 247 ff.; O. Weinberger, 
Mathematische V olkswirtschaftslehre (1930), p. 187. 

® See, for example, Aupetit, op. cit., pp. 147, 191 ff. 

™ Ibid., pp. 123 ff. See also Aupetit’s comments (p. 189) on the relation between 
the “store of value” function and the “circulatory” function of money. 
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as Aupetit does.” Nor can any treatment of the notion of an 
“encaisse désirée” be regarded as complete which would tolerate 
a discussion of the notion of a “velocity of circulation of money” 
which proceeds as if “velocity of circulation” were something 
entirely extraneous and unrelated to the idea of an “encaisse 
désirée.”= It is only by comparison with the treatment of Walras 
by such a writer as Pareto that Aupetit’s treatment deserves to 
be characterized as an honest attempt to absorb and to utilize 
the contributions to the theory of money which were made by the 
great founder of the “School of Lausanne.” 

It is hardly necessary to add, as a final word, that the desir- 
ability of establishing the facts with respect to the contributions 
of Léon Walras to what has become known as the “‘cash-balance 
approach” to the problem of the determination of the value of 
money, is quite independent of whatever convictions one may 
have with respect to the final usefulness of that approach. My 
own conviction is that the analytical device which it has de- 
veloped must remain not only a powerful, but an indispensable, 
tool in the arsenal of monetary theorists, once the doctrine is given 
a proper statement and is put in its proper setting.” All this, 

” For the passage in Walras referred to, see p. 575, above, and especially note 14, 
thereto; and for Aupetit’s “identification” of the two concepts, see his Théorie 
générale de la monnaie, p. 191. 

3 See, for example, Aupetit, of. cit., pp. 192 f., 241. 

7% Just what is involved in a “proper statement” of the doctrine of cash-balances 
might be indicated by the suggestion that my own feeling, for example, like that of 
Hawtrey (Currency and Credit [3d ed.], pp. 39 f.), is in favor of a statement of the 
doctrine of cash-balances which does not run in “real” terms; or, at any rate, if the 
“real-balance”’ form of the doctrine is to be retained, in favor of an algebraic state- 
ment of the doctrine which would follow the example of Pigou, in assigning two 
factors—kR—to the term representing ‘‘real balances,” rather than, in the manner 
of Walras and Keynes, using a term with a single factor—viz., H or k. These con- 
siderations, which I cannot hope to discuss here in detail, are, of course, important; 
but they do not alter the fact that ali forms of the “cash-balance approach” belong 
to one family, and that differences within the family are less important than the 
good name of the family as a whole. As for the “proper setting” of the doctrine: 
my own enthusiasm for it is based upon the indispensable aid which it provides in 
any analysis of the phenomena commonly treated under some such heading as the 
“velocity of circulation of money.” It is not surprising that writers such as Keynes, 
who seem to have hoped that this particular analytical device would solve all the 
major problems in the theory of money and credit, should have felt it necessary to 
utter what might appear to be a recantation with respect to these hopes. See, on this 
point, note 60, above. 
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however, is beside the immediate point. The fact remains that, at 
the present time, the “cash-balance approach,” in one form or 
another, commands the united support in England—to go no 
farther—of monetary theorists of the stature of Pigou, Robertson, 
Keynes, Cannan, and Hawtrey; that, in the form developed by 
Keynes, it has already begun to be used as a tool of statistical, 
as well as of analytical, research, in countries other than Eng- 
land;75 and that it has already begun to penetrate the textbooks 
of both England and America.” It cannot be a matter of in- 
difference, therefore, to those interested in the paying of proper 
homage to the great figures in the history of our subject, that this 
general approach was developed, in a form which is almost 
precisely identical with the form in which it has begun to be most 
widely popularized—viz., that which is represented by the 
Keynes equation n = pk—by Léon Walras, almost fifty years ago. 
ARTHUR W. MARGET 
UNIVERSITY OF MINNESOTA 

75 See, for example, J. H. Rogers, The Process of Inflation in France (1929), 
chap. xii. 

% See, e.g., R. A. Lehfeldt, Money (1926), p. 99; J. D. Magee, An Introduction to 
Money and Credit (1926), pp. 161 f.; D. H. Robertson, Money (2d ed., 1929), pp. 
36 ff.; F. C. James, The Economics of Money, Credit, and Banking (1930), pp. 55 ff. 
See also L. D. Edie, Money, Bank-Credit, and Prices (1928), pp. 207 ff. Despite 
Edie’s rather critical observations with respect to the “limited usefulness” of equa- 
tions of the Keynes type (Edie, of. cit., p. 194 n.), it is obvious that Edie’s own 
equation Q- V=K, in which “Q is the number of money units, V is the value or 


purchasing power of each unit, and K is the constant (sic) real purchasing power of 
the aggregate stock of money,” is nothing more nor less than a re-writing of Keynes’s 


equation n+ pu or n= pk. 





THE EARLY AMERICAN REACTION TO THE 
THEORY OF MALTHUS 


T which has passed and, in fact, still passes for Mal- 
thusianism in the mind of the man in the street, the 
social politician, the amateur economist, and, indeed, 
of the professional economist, has not infrequently been a very 
different thing from the theory advanced more than a century ago 
by the distinctly atypical “country parson.”’ In the body of litera- 
ture under consideration, indeed, there was not found a single 
interpretation of it correct enough, and at the same time compre- 
hensive enough, to provide a point of reference from which the 
other American coniments might have been viewed. It has been 
deemed necessary, therefore, at the outset briefly to answer the 
perennial question: Precisely what was the doctrine of Malthus? 
It would not be far wrong to say that the central principle was 
just this:(A finite earth cannot support the unchecked increase 
of any form of life, animal or plant, and must of necessity, there- 
fore, prescribe such limits to the production of the means of sub- 
sistence as to prevent the full potential growth of human popula- 
tion.f} The elaborate structure built up around this core, con- 
troversial in origin and for that reason argumentative in tone, 
consisted of three distinct yet closely related parts: first, a theory 
of the increase of population; second, a theory of production; and 
third, a theory of distribution or, more precisely, of poverty. 
Characterizing the first of these phases was Malthus’ famous 
dictum on the rate of increase of population. This law rested on 
the a priori principle that at any time the potential growth was 
approximately a function of already existing numbers and on the 
assumed permanently operative biological laws bearing on human 
reproduction.? In the United States population had, for some 


* Cf. J. Bonar, Malthus and His Work (New York and London, 1885), pp. 41 ff. 
See also the most easily available edition of the Malthus Essay, the Parallel Chaplers 
from the First and Second Editions of an Essay on the Principle of Population by T. R. 
Malthus (Ashley ed., New York & London, 1895), pp. 45, 78-79, 96. 

* Malthus, op. cit., pp. 6, 82. 

6or 
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time, doubled every twenty-five years. In the primarily contro- 
versial portions of his work Malthus was content to accept this 
actually observed American increase as one of the bases of his 
general argument. This he did, strangely enough, after having 
piled up evidence to prove a much more rapid growth possible. 
He appears to have been a debater making a concession “for the 
sake of argument”’ rather than a scientist stating the results of his 
investigations “for the sake of truth.” Of the checks which 
might, and, in fact, usually did, prevent the full potential geo- 
metric increase of population, some operated to decrease the 
birth-rate, others to increase the death-rate. In the first edition 
of his Essay Malthus placed all the checks, subjectively con- 
sidered, in one or the other of the two categories, vice and misery. 
In later more optimistic editions he added “‘moral restraint.’ 
Social and political institutions such as the religion of China and 
English poor relief might so interfere with the operation of 
“moral restraint” as to multiply vice and misery.5 

The answer to the question, Must these checks operate? was 
supplied by Malthus’ theory of production. As a critic of the 
institutional perfectionist doctrines of Godwin, and the social 
programs of Young, Pitt, and others, Malthus proposed to show 
that the yearly production of food, a thing assumed necessary to 
man, could not possibly increase rapidly enough to keep pace 
for very long with the potential growth of population. The task 
appeared easy and was, therefore, somewhat carelessly performed. 

In the first edition of the Essay he relied on pure assertions such 
as this: “It will be allowing as much as any person can well de- 
mand to suppose that the yearly production of subsistence in 
England might be doubled in twenty-five years. It is quite im- 

3 Ibid., pp. 10, 52, 80-82. 


4 Ibid., pp. 38, 70, 90, 97 ff. The criticism of M. Gide in C. Gide and C. Rist, 
History of Economic Doctrines (Richards trans.: New York, 1923), p. 182, relative 
to Malthus’ confusion of the reproductive and sexua! “‘instincts,”’ is of significance 
at this point. Certainly it must be admitted, with M. Gide, that the two are differ- 
ent, but it is vice which has made them so in the case of some individuals, and it is 
moral restraint which has made the reproductive “‘instinct”’ less irresistible in that 
of others. 


5 Malthus, of. cit., pp. 30 ff., a1 ff., 102 ff., 111. 
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possible to suppose that the produce could be quadrupled in fifty 
years. It would be contrary to all our knowledge of the qualities 
of land.’”*® Just what this knowledge and these qualities were he 
nowhere said. Later came an implied admission of the ineffective- 
ness of this demonstration. There were distinct suggestions in the 
second and subsequent editions that he had in mind as the thing 
prescribing limits to production, a principle somewhat similar to 
the law of diminishing returns.’ It is a commonplace that this is 
merely one aspect of a more general law of diminishing productiv- 
ity. Like all principles of its kind it is true only under certain 
assumed conditions. A correct statement of it should be preceded 
by the two limiting phrases, “in a given state of the arts,” and 
“beyond a certain point in the combination of factors.’”’ Coun- 
tries having populations too thin fully to utilize the available 
natural resources may be able, for a time, to support an increasing 
population at a rising standard of comfort. Eventually, however, 
the point will be reached. In his discussions of conditions in 
America Malthus impliedly recognized the necessity of making 
the second of the two assumptions.* He did not, however, see fit 
to abstract improvements in productive technique.’ It appeared 
unnecessary. It is at this point that his European environment 
seems to have influenced his theory most. The changes he had 
observed during the industrial revolution in England had not 
greatly affected the production of food. As a matter of fact, 
progress in the arts appeared to him to be merely an evidence 
rather than a possible corrective of population pressure. Ad- 
vances might bring on temporary plenty, but were powerless to 
ward off the period of scarcity bound to come as a result of the 
inevitable growth of population stimulated by it.” 

Malthus’ characterization of the rate of increase of food as 


* Adapted from ibid., pp. 10, 11. See also p. 53. 

1 Ibid., pp. 82, 84. Professor Edwin Cannan maintains that Malthus did not have 
this principle in mind at all in this connection; see his Theories of Production and 
Distribution (London, 1903), p. 144. Bonar interprets Malthus differently (of. cit., 
pp. 35 ff.). M. Gide (Gide and Rist, op. cit., p. 126) asserts that the law of diminish- 
ing returns was the real basis of Malthusianism. 

§ Malthus, of. cit., pp. 10, 41, 81. 

9 Ibid., pp. 10, 12, 15, 16, 36, 53, 83, 84, 86. ” Ibid., pp. 14 ff., ox ff. 
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arithmetic was another “debater’s concession.”” He at least pretty 
clearly convinced himself that, in spite of improvements, the 
yearly production of subsistence could not be augmented even as 
rapidly as this. As a matter of fact, the precise ratios have much 
less significance than is usually attributed to them. No matter 
at what rate production increased, the rate of population growth, 
being more rapid, would inevitably and inexorably lead to the 
necessity of the operation of one or all of the three checks.” The 
hope of eliminating vice and misery from society, of course, 
depended on the effectiveness of “moral restraint.” 

It was quite obvious that checks were not operating in the 
same way on all portions of the world’s population. Malthus 
recognized the patent fact of inequality and the consequent 
necessity of devising a theory of distribution. There was the 
possibility of accounting for inequality merely by calling atten- 
tion to birth-rate differentials. Malthus was aware of the limita- 
tions of such an explanation, however, and attempted in a rather 
unsystematic way to supplement it. It would probably not be 
reading too much into his distributive theory to say that he con- 
ceived of real wages as paid out of a fund comprising only a part 
of the total stock of subsistence goods." The total, varying from 
year to year, was always kept within certain slowly moving limits 
as a result of the operation of laws just described. Malthus was not 
clear in his early works as to what the factors were which de- 
termined the precise proportion of the total stock of goods which 
would be diverted to this fund for the support of labor. He ap- 
pears to have recognized the importance of competition between 
employers, of the presence or absence of employment oppor- 
tunities,"® the bargaining power of workers as contrasted with 
that of the employer,” and, in a few instances, the institutional 
factors of which Godwin made so much.” After 1815, however, 

" Ibid., pp. 11, 53, 84-85. 

" Ibid., pp. 45, 86, 96, 110. 

83 Ibid., pp. 27, 28, 29, 36, 41, 42, 61, 62, 107. Cf. F. W.’Taussig, Wages and 
Capital (New York, 1896), pp. 159-63, 203-4. 

“ Malthus, op. cit., pp. 17, 92, 95, 106. 

Ss Ibid., pp. 15, 17, 36, 95, 104. % Tbid., pp. 17, 95, 100, 105, 106. 

" Ibid., pp. 17, 36, 43, §2, 111, 112, 117, 120. 
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the so-called Ricardian theory of rent became an integral part 
of his distributive scheme and lent it a greater degree of definite- 
ness. 

As a matter of fact, the actual size of the “wage-fund” and 
the factors determining it were of little significance. No matter 
how large it was the laboring population would sooner or later 
so increase as to reduce all wages to a low standard of living or 
possibly a bare subsistence level. It was precisely because of this 
that all plans, such as that of Godwin, aiming toward the im- 
provement of the condition of the poor through a modification 
of the institutional framework of society, were doomed to failure.” 
The permanent welfare of these unfortunates, Malthus main- 
tained, depended to a much greater degree on the nature of the 
dominant population check than upon the factors determining 
how large a portion of the total product of society would be 
directed toward the support of labor. Positively pernicious were 
those policies, such as the poor laws, which served to stimulate the 
birth-rate of the poor.” The hope of the laborer lay in his exercise 
of “moral restraint.” 

Such was the theory of Malthus. Important in its own right, 
and interwoven as it was with other features of the classical theory 
of distribution, it was made the subject of innumerable English 
and Continental treatises in the early decades of the nineteenth 
century. Most of the European writers on political economy 
embraced it in its entirety, or with slight modifications; some 
attacked it; all perforce dealt with it. Because of this fact a con- 
siderable portion of every history of economic thought has been 
devoted, almost of necessity, to a treatment of the European 
reaction to Malthusianism. Historical and critical comments on 
early American economic literature are, however, strangely 
scarce.” It is the purpose of this paper to tell part of the story of 

8 Tbid., pp. 2, 8, 14, 41, 42, 46, §7, 102-7, 121. 

9 Ibid., pp. 30, 34, 35, 37, §1, 102-7, 118, 120. 

*» E. R. A. Seligman’s “Economics in the United States,” Essays in Economics 
(New York, 1925), p. 122, purports to be little more than an enumeration. Other 
publications dealing with American economists are H. J. Furber, Geschichte und 


hritische Studien sur Entwicklung der skonomischen Theorien in Amerika (Halle, 
1891); C. F. Dunbar, ‘Economic Science in America, 1776-1876,” Economic Essays 
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the classical doctrine which has never been fully told, to survey 
the American reaction to it prior to 1840. 

European writers worked in an environment similar in its 
essential features to that of Malthus. The American setting was 
entirely different. In the United States the “short” productive 
factor was labor; abroad it was land. In Europe, population 
pressed upon the means of subsistence; in America, vast resources 
awaited discovery. In Europe, the problem was that of economiz- 
ing productive powers; in America, the problem was that of devis- 
ing the best means of exploiting them. In England, corn laws 
were asked for to protect the cultivators of the inferior lands 
drawn into use during the Napoleonic wars; in America, tariffs 
were demanded because of the high wage level which in turn re- 
sulted from the abundance of fertile land.* The dominant old 
world population theory to some degree reflected old world con- 
ditions; that of America reflected to some degree the buoyant 
confidence of a young country with almost inexhaustible natural 
resources. 


The observer of economic literature in the United States is 
immediately struck by the comparatively tardy development of 
political economy as a systematic discipline on this side of the 
Atlantic. It was not until after the embargo, and the war-stimu- 
lated industrial transition of the second decade of the nineteenth 
century, that any formal treatises appeared. These ventures in 
exposition were made, for the most part, by men whose major 
interests were in realms other than political economy. They 
devoted only such time to economics as was not demanded by the 
academic, editorial, legal, political, and diplomatic activities 
which were their chief concerns. There is little won“*r, therefore, 
that only one of their number, and he somewhat undeservedly, 


(1904); S. Sherwood, Tendencies in American Economic Thought (1897); T. E. C. 
Leslie, ‘Political Economy in the United States,” Essays in Political Economy 
(1888); and, of special significance, J. R. Turner, The Ricardian Rent Theory in 
American Economics (New York, 1921). See also C. A. Beard, The Economic Origins 
of Jeffersonian Democracy (New York, 1915); and V. L. Parrington, The Romantic 
Revolution in America (New York, 1927). 


See Turner, op. cit., pp. 23-24, 194-201, for further treatment of this contrast. 
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received international recognition. In addition to the formal 
works there were a number of periodical articles which form the 
most interesting, if not the most significant, portion of early 
American economic literature. The writers naturally fall into 
two groups, the critics and the proponents of Malthusianism. 

As might be expected most of the American critics of Malthus 
centered their attacks on the production aspect of the English 
theory. Of the authors of systematic American treatises Daniel 
Raymond, Alexander H. Everett, Jacob N. Cardozo, Willard 
Phillips, William Jennison, Henry C. Carey, and George Tucker, 
on the basis of their knowledge of American conditions, saw little 
or no reason for concern over Malthus’ gloomy forebodings as to 
scarcity of food. Four of these men, Raymond, Everett, Tucker, 
and Cardozo, supplemented their attacks on the principle of pro- 
duction with a denial of the validity of the law of the increase of 
population. The third aspect of Malthus’ doctrine, the distribu- 
tive, came in for criticism at the hends of Raymond, Tucker, 
Matthew Carey, S. P. Newman, Francis Wayland, A. Potter, and 
a number of socialists, who, like Godwin, placed the blame for 
poverty on pernicious institutions rather than on the laws of 
population and production. 

Daniel Raymond, a Baltimore lawyer, was the author of the 
first extensive American treatise on political economy.” It is not 
without significance that in the first edition of this work there 
appeared a statement concerning Malthus probably unmatched 
for naiveté in all economic literature: 

Although his theory is founded upon the principles of nature, and although 
it is impossible to discover any flaw in his reasoning, yet the mind instinc- 
tively revolts at the conclusions to which he conducts it, and we are disposed 
to reject the theory, even though we could give no good reason.* 


At this time, Raymond ventured no systematic criticism. 
In later greatly modified editions, however, he attacked the 


22 The first edition was called Thoughts on Political Economy (Baltimore, 1820). 
Later editions appeared in 1823, 1836, and 1840, under the title Elements of Political 
Economy. See C. P. Neill, Daniel Raymond: An Early Chapter in the History of 
Economic Theory in the United States, “Johns Hopkins University Studies in His- 
torical and Political Science,” 15th ser., No. 6 (Baltimore, 1897). 

*% Raymond, Thoughts on Political Economy, p. 273. 
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doctrine of Malthus more energetically and directly in all three 
of its aspects. In the first place, he argued, the English economist 
had neglected institutional factors in his theory of poverty. With 
an emphasis on the legal aspects of economic problems, which was 
characteristic of his entire work, the American asserted that 
poverty in England was not traceable so much to overpopulation 
as to the “system of laws” which threw “all the property in the 
hands of a few.”” Raymond favored governmental provision of 
poor relief. Malthusianism, he believed, owed its popularity to 
the rich employing classes, who by the use of it were able to 
rationalize their neglect of the poor.* The law of diminishing 
returns held no terrors for him. In America the fertile plains of 
the West were effective tools demanding to be used. Raymond 
remarked that: 

For ought we can perceive the earth is capable of being made to yield an 
indefinite and almost unlimited quantity of food. We can no more fix limits 
to the powers of the earth to produce the necessaries of life than we can fix 
limits to the powers of life itself, or to the artificial wants of men 
fruits of the earth are multiplied almost in proportion to the labor bestowed 
upon it.s 


An increase of population would make possible a more nearly 
perfect division of labor and, in addition, would minimize the 
distance differentials, which, at the time he wrote, made the use 
of much of the very fertile western lands impossible. 

Raymond made a rather inadvertent concession to Malthus, 
however, which serves to indicate how superficial his differences 
with the English writer really were. He asserted, in one connec- 
tion, “I am far from supposing that the earth is capable of being 
made to increase its fruits with the same rapidity, that the un- 
restrained powers of pro-creation are capable of multiplying the 
human species.’’® There was no attempt to harmonize this state- 
ment with the patently inconsistent one quoted above. The laws 
of nature, according to Raymond, always regulated population in 
such a way that man need not concern himself about it. Godwin 
had previously, in his Enquiry concerning Political Justice, re- 

* Raymond, Elements (1823), II, 67-80. 

*%s Tbid., p. 111. % Tbid., p. 112. 
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ferred to the beneficent natural laws which served to limit popula- 
tion. Malthus had replied that, in so doing, he (Godwin) had 
obscured the most important features of the whole population 
problem, the checks to its growth.” He would doubtless have 
said the same to Raymond. 

The American’s criticism amounted to a denial of the principle 
of diminishing returns, an assertion that there were checks to 
population other than those mentioned by Malthus, and the 
contention that human institutions rather than natural laws were 
the cause of poverty. He overlooked two facts: first, that Malthus 
himself had admitted that America had not reached the stage 
where the difficulties in increasing production were great enough 
appreciably to check population; and, second, that Malthus’ 
threefold classification of population checks was well-nigh all 
inclusive. As a matter of fact, as has been suggested already, 
Raymond’s interests were primarily in the legal aspects of prob- 
lems of social policy. 

Alexander H. Everett, a New England editor, had a much 
more lively, though misdirected, interest in abstract theory.” 
He believed that Malthus, in attacking and overthrowing the 
foolish theory of human perfectibility advanced by Godwin, 
had been carried to a state of pessimism as unwarranted as had 
been the latter’s optimism. Everett’s criticism of specific features 
of Malthusianism was shot through and through with misunder- 
standing. The significance which the English economist attached 
to population checks escaped him. Apparently completely un- 
aware of the fact that Malthus had observed American population 
statistics only in order to determine the approximate rate at 
which the human race would increase if unchecked, Everett 
argued that the English economist was not justified in generalizing 
on the basis of American experience alone.” He went so far as to 

* Malthus, op. cit., p. 47. 

In addition to his major work, New Ideas on Population (Boston, 1823), 
Everett wrote a number of short articles which appeared in the North American 
Review. 

» New Ideas, pp. 53-54. Everett probably drew from William Godwin’s lame re- 
joinder to Malthus, An Inquiry concerning the Power of Increase in the Numbers of 
Mankind (London, 1820), at this point. 
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say that Malthus had disproved his own theory by bringing in the 
checks to population.” Then came the astonishing prediction 
that, since population had not actually grown a great deal for four 
thousand years, it would never increase much in the future.* 
More amazing than the prediction was the fact that Everett con- 
sidered it at all pertinent. There was only scorn and ridicule for 
the policy of discouraging marriage by law or otherwise. Everett 
approached the absurdity of Raymond when he said that any 
“system which affirms that the universal prevalence of early 
marriage is adverse to the general good, and ought to be checked, 
is in open contradiction with the certain laws of nature; and must 
therefore of necessity be fatal.” 

Everett’s citation of examples in which an actual growth of 
population had been accompanied by a much greater proportional 
increase of subsistence was similarly beside the point. Besides 
evincing a misunderstanding of the English theory by such state- 
ments, he did just what he had criticized Malthus for doing; he 
generalized on the basis of observation made almost entirely in 
America. Everett suggested the possibility of an absurdly large 
rate of increase in food and asserted that progress in the produc- 
tive arts and better division of labor inevitably came with an 
increasing population.* For every additional mouth to feed and 
body to clothe there were additional hands to produce.** Popula- 
tion was not regulated by subsistence but subsistence by the ex- 
tent and character of population. He apparently disregarded the 
necessity of recourse to worse lands, or a more intensive use of the 
better which ordinarily accompanied an increase in the produc- 
tion of human subsistence. Everett gave little indication of an un- 
derstanding of either of the phases of Malthusianism he attacked. 

His more famous brother, Edward, while displaying a remark- 
ably high degree of family loyalty, gave evidence of an equally 
remarkable misconception of the doctrine of Malthus. Edward’s 
complimentary discussion in the North American Review of the 

»® North American Review, XXV (July, 1827), 135-36. 

x Ibid., p. 118. # New Ideas, p. 101. 3 Ibid., pp. 26-27. 

4 North American Review, XXV, 138, 139, 143; XX XIII (July, 1831), 1. A simi- 
lar theory had been advanced by an Englishman, S. Gray, in his Happiness of the 


States (London, 1815). 
38s New Ideas, p. 65. 
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New Ideas is indicative of the former, and the following excerpt 
bears even more eloquent testimony to the latter: 


If it is one law of our nature that food must support life, and that popula- 
tion can increase no faster than food increases to nourish it, it is surely idle 
to say that population tends to increase faster than food That man can 
increase no faster than food, is not only true in itself, but is asserted in 
numerous places of Mr. Malthus’ work as a law of our nature. That he 
should have overlooked it while urging his famous mathematical proposition, 
is the more astonishing when we consider the circumstances on which the 
increase depends.* 


Edward Everett proceeded to call attention to the high potential 
rate of increase in those forms of life capable of being used for 
human subsistence. Like his brother, he completely overlooked 
both the misery involved in the adjustment of the increase of 
population to that of food and the limitations on the production 
of subsistence resulting from the operation of the law of diminish- 
ing returns. In the same periodical, Jared Sparks spoke of the 
Malthusian doctrine as “curious and paradoxical” and described 
A. H. Everett’s arguments as complete and triumphant.” 

There is certainly little question as to the reasonableness of 
classifying Raymond and Everett among the critics of Malthus. 
Some doubt may justly arise, however, as to the propriety of so 
treating Jacob N. Cardozo, an editor and publisher of Charleston, 
and the author of an interesting volume called Notes on Political 
Economy* Although he styled himself an ardent opponent of the 
whole Maltho-Ricardian system he was not as far from the classi- 
cal theories as he professed to be. 

To Cardozo the production aspect of the theory of Malthus had 
been “deduced from overlooking the effect of science and skill in 
procuring the more effectual co-operation of Nature in Agriculture 
as in Commerce and Manufactures.” Increasing rather than 
decreasing returns obtained, he believed, wherever 
the skill and ingenuity of cultivators with the resources of science are suffi- 
cient to overcome the failing powers of the soil. The proof that they are 
so is to be found in the augmentation of population whilst fresh capital is 
continually applied to the land. 

3% North American Review, XVII (March, 1823), 292. 

37 Zbid., XXIV (January, 1827), 118. 

3 Published in Charleston, 1826. 9 Noles, p. 15. See also p. 43. 

# Ibid., p. 17. See also pp. 16, 36, and 41. 





612 GEORGE JOHNSON CADY 


While Malthus at times looked upon improvements in the arts as 
being pretty largely a result of population increase, Cardozo con- 
ceived of the growth of population as impossible unless preceded 
by such advances. It is not strange that the American should have 
been more optimistic as to the possibilities of progress in produc- 
tive technique than Malthus. 

Their differences as to the population aspect of the English 
theory are not far to seek. While Malthus believed in the exist- 
ence of three checks, Cardozo recognized only the one, a sort of 
prudential standard of living check, precisely what the English 
economist would have called “moral restraint.’”” The American 
would probably not have admitted that the difference was as 
slight. Cardozo maintained that general overpopulation could 
not possibly come for a long time because of the effective and 
immediate operation of this check. There appeared to him, 
therefore, to be an unvarying proportion between population and 
subsistence, the former growing quickly without friction in re- 
sponse to the augmented agricultural production resulting from 
the application of skill and science. This, he said, 
is the reverse of the new theory which connects the augmentation of popula- 
tion with the increased difficulty instead of the increased facility of produc- 


tion. This is only an extension, however, of the principle with whose wonder- 
ful results in manufacture we are familiar.‘ 


From the standpoint of the development of economic thought 
the most significant contribution of Cardozo was a rather in- 
articulate suggestion as to the necessity of developing some con- 
cept of economic equilibrium. Malthus and Ricardo, Cardozo 
maintained, had involved themselves in a logical difficulty quite 
generally overlooked by their critics. They assumed an increase 
of population to provide a motive for the extension of cultivation 
and then proceeded to prove impossible the thing which they had 
assumed. Similarly they made the increase in the price of produce 
both the cause and the effect of the extension of cultivation.” 
Cardozo, and indeed Malthus and Ricardo, lacked some of the 


# Tbid., p. 35. See also pp. 35, 36, 41, 51, 109. 
# Ibid., pp. 16-17, and 24-25. 
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more recently developed conceptual devices which might have 
been used to clear up this seemingly defective logic. 

Like Cardozo, Willard Phillips,“ a New England lawyer, di- 
rected his assault, for the most part, on the production aspect of 
Malthusianism. His suggestions as to the relativity of abstract 
economic principles probably constituted his most valuable con- 
tribution. Laws valid in one place might be entirely inapplicable 
in some other part of the world. The principle of diminishing 
returns, he maintained somewhat reasonably, operated only after 
a certain stage of national progress had been achieved. Phillips 
asserted that: 

Mr. Ricardo says that in the progress of a society, all things except raw 
produce and labor have a tendency to fall [in price]. But this will depend on 
the stage of national progress. In the United States, for instance, the prod- 
ucts of agriculture may be increased fourfold, and perhaps tenfold, without 
requiring any additional labor in the production of a given quantity. 


He was, in effect, merely commenting on the necessity of making 
one of the basic assumptions, to which reference has already been 
made, before universal validity could be imputed to the law of 
diminishing returns. Malthus himself had impliedly recognized 
this necessity. 

Phillips was influenced in his views by several of the minor 
European critics of Malthus. He spoke of the obscure English 
writer, S. Gray, as having overthrown the whole classical struc- 
ture. Following Gray’s lead, Phillips emphasized the benefits of a 
large population, especially in that it provided nearby markets 
and lessened the significance of distance differentials.“ The 
American also attached much significance to the progress of the 
productive arts. He cited with approval a statement of another 
English writer, Lowe, who had called attention to the fact that 
provisions did not cost more in labor at the time he wrote than 
they had formerly. Their higher money prices, Lowe had said, 
were merely an indication that the advancement in agriculture 

4“ A short contemporary comment on Cardozo’s Notes, written by J. Porter, ap- 
peared in the North American Review, XXIV (January, 1827), 170 ff. 

# Phillips was the author of A Manual of Political Economy (Boston, 1828). 

4S Ibid., p. 39. Italics my own.  Tbid., p. 106. 
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had not been as rapid as it had been in other productive fields. 
Progress, Phillips maintained following Lowe, might overcome 
the tendency to diminishing returns anywhere. This possibility, 
coupled with the fact that labor was the “short factor” in America 
made all forebodings as to overpopulation in the United States 
quite unreasonable.” 

The fact that Phillips, Gray, and Lowe believed that state- 
ments of this kind, with nearly all of which, incidentally, Malthus 
himself would have agreed, constituted valid criticisms of the 
English theory, indicates a failure to meet the issue squarely. 
There was no attempt on the part of any one of them to prove 
that a geometric increase of human population could be supported 
for long anywhere on the earth’s surface. Like Everett and Ray- 
mond they misunderstood the purely population aspect of the 
theory. The fact that Phillips accused Malthus of hailing famine 
as a deliverer from the evils of overpopulation and, with the air of 
an originator, suggested prudential restraint as the best means 
practicable for bettering the condition of laborers bears testimony 
to this misconception. 

Like Phillips, William Jennison,” presumably a Philadelphia 
educator, believed that there were different laws of population 
depending on the circumstances peculiar to them for all parts of 
the world. He laid emphasis on the undeveloped resources of the 
United States in this connection. Although admitting that popula- 
tion had a natural tendency to increase, he maintained that this 
very increase carried with it the power to supply the enlarged 
wants.” This statement implied a denial on Jennison’s part of the 
validity of the principle of diminishing returns accompanying the 
extension of cultivation. 

Henry C. Carey’s* early attack on Malthus was colored by the 

47 Ibid., pp. 40-41. # Ibid., pp. 76, and 132-40. 

4# Jennison wrote a brief catechism on political economy, An Outline of Political 
Economy (Philadelphia, 1828). 

% Ibid., p. 48. 

5* Prior to 1840, the chronological limit set for the present study, Carey wrote an 
Essay on the Rate of Wages (Philadelphia, 1835), and Principles of Political Economy 
(Philadelphia, 1837-40). His celebrated criticism of Ricardo, involving a denial of 


the classical principle that the cultivation of land proceeded from the better to the 
poorer grades, was not definitely formulated until 1848. This attack on Ricardo, 
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fact that he accepted the superficial aspects of the wage-fund 
theory. He thought of the fund not as a store of subsistence goods, 
as had Malthus, but as a stock of productive factors complemen- 
tary to, and creating a demand for, labor.” It was quite clear to 
this optimistic American that capital tended to increase more 
rapidly than population. If, Carey remarked, 

to man was granted the power of increase in a geometric ratio, there was im- 
planted in him a principle which secures him against the effects, the desire 
for bettering his condition, which, if allowed time to act, would be abun- 
dantly sufficient with the increasing fruit of the land, arising out of the ap- 
plication of capital, to prevent the necessity of the starvation check. 


In answer to the objection that, no matter how rapidly capital 
increased, land had to remain fairly constant, he cited the positive 
advantages to be derived from concentration of population making 
possible better organization of production and a more minute 
division of labor. His emphasis in this connection on the effects 
of dense population in fertilizing the soil was little less than absurd. 
As capital increased, Carey maintained, population tended to 
become more dense and even the inferior soils could be brought 
under cultivation with a constantly increasing return to labor. 
He had more confidence in the prudential check to population 
and progress in the arts of production than had Malthus. 

Two statements commenting on Carey’s Principles appeared 
in the New York Review. The earlier one spoke of his apparent 
unwillingness to disagree with Senior on anything. The second 
will be given special consideration presently. Poulson’s American 
Daily Advertiser commented favorably on Carey’s “refutation” 
of the Malthusian theory in 1835, but employed a version of the 
same theory two years later in condemning poor laws.” 


it may be said in passing, reflected the environment in which he wrote and his own 
failure to acquaint himself thoroughly with the assumptions underlying the English 
theory. See Marshall’s Principles (8th ed.), pp. 158-60; also Bonar, of. cit., pp. 
38-39. 

% Essay, pp. 30-35. 53 Ibid., p. 243. 

4 Principles, Part I, p. 339; Part II, p. 462. 

55 Ibid., Part I, p. 341. 

%® TIT (July, 1838), 1; VII (October, 1840), 311. 

‘ 57 See the issues of October 16, 1836, and February 8, 1837; also that of July 3, 

1835. 
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George Tucker, professor of moral philosophy at the University 
of Virginia, directed two distinct and utterly inconsistent attacks 
on the doctrines of the dominant English school. In 1822, he 
published a volume of essays two of which dealt with the popula- 
tion problem.* In the first, “On Density of Population,” he 
asserted that, although it was true that in the closely populated 
countries of Europe it seemed as though the fruits of progress had 
all been gathered by a small portion of society, this inequality 
was the consequence of “blind and unjust institutions” rather 
than density of population per se.” Tucker called attention to the 
fact that, in spite of such exploitation, the happiness and virtue of 
England had actually increased in almost direct proportion to the 
growth of population. Whatever might be the opinion as to the 
ultimate point of density which a nation might reach without 
lessening the chances of happiness to each individual, one had to 
admit, he maintained, that the United States was far from it.” 

The other essay came to closer grips with Malthusianism. 
Tucker admitted that the theory had taught the legislator some 
valuable lessons, by indicating the limits which nature had set to 
numbers and the inefficacy of poor laws and charity. It had shown 


that the best policy lay in increasing the facility of the provision 
for subsistence. Tucker contended, however, as in the earlier 
essay, that Malthus had gone too far in attributing overpopula- 
tion, with its attendant wretchedness, to predestined natural laws 
instead of human habits and institutions. India and China were 
cited as countries where tradition and religious belief had “‘en- 


” 


couraged the genitive faculties into undue activity,”’ and pre- 
vented the benefits of progress from distributing themselves to 
every part of the population.® 

There were checks, Tucker believed, other than vice and misery 
which were capable of holding population within the bounds pre- 
scribed by subsistence. In this connection he spoke of the growth 
of cities, control of the passions through training, and a desire to 

88 Essays on Various Subjects of Taste, Morals and National Policy, by a Citizen 
of Virginia (Georgetown, 1822). 

% Ibid., pp. 80-81. & Jbid., p. 305. 

% Jbid., p. 84. % Tbid., p. 311. 
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achieve a higher standard of life. Tucker apparently failed to 
recognize that checks of this sort were an integral part of the 
theory of Malthus. He absurdly remarked that the fact that 
murder was odious constituted positive proof that the common 
sense of man disapproved of Malthusianism.™ 

Tucker, like those of his American contemporaries already 
considered, had great faith in the progress of the productive arts. 
He spoke of how the square mile which, in primitive times, “af- 
forded a doubtful sustenance to a single human being. . . . main- 
tains now in comfort and abundance, fifty, and can easily main- 
tain twice or thrice as many more.” Population, he said, in- 
creased rapidly where subsistence could be easily obtained, as in 
America, but with its growth checks arose and increased, inde- 
pendently of the greater difficulty of securing food, until they 
became so strong as to hold numbers stationary.” This was the 
distinctive feature of the theory set forth in his essays. He was 
certainly not as far from Malthus as he deemed himself to be. 

A number of times, moreover, he gave some indication even of 
having recognized the significance which Malthus attached to 
prudential restraint. Like Everett, however, he believed that the 
English economist’s admission of its efficacy in preventing a re- 
dundancy of population made his whole theory a much less 
effective weapon against the arguments of Godwin. Malthus’ 
assumption, said Tucker, that the prudential check was not strong 
enough to prevent misery and vice, begged the only question at 
issue between them.” In fact, the American was inclined to 
minimize the significance of the whole doctrine. He remarked in 
one connection: 

To say that man is urged by his passions to excess, and that if he does not 
restrain them by prudence, he incurs the guilt of vice or the punishment of 
misery, is certainly true, but it is certainly too obvious a truth to require the 
principle part of a quarto volume of facts and argument. It is but repeating 
those axioms of morality which are applicable to every other passion and 
propensity.® 

% Tbid., p. 310; also pp. 322-23. % Thid., p. 329. 

% Tbid., p. 309. % Ibid., p. 336. 

*s Tbid., p. 322. ® Tbid., p. 330. 
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Some fifteen years later Tucker published a more extensive and 
systematic treatise under the title, The Laws of Wages, Profits, and 
Rent Investigated. This work should be looked upon as a rather 
violent, and in many respects a pedantic, attack on some of the 
obscure phases of the doctrine of Ricardo. Tucker was willing, in 
spite of the views set forth in the Essays, to embrace some of the 
features of Malthusianism if they could be made to contribute to 
the end of discrediting the English rent theory. He would not 
have admitted this because, ostensibly at least, he took issue with 
the whole Maltho-Ricardian scheme of distribution. His pro- 
nouncements in this work were quite inconsistent, both internally 
and with the views set forth in his earlier work. The final result 
was a population theory more pessimistic even than that of 
Malthus. 

Wages, said Tucker, were high where fertile lands were abun- 
dant. But when labor was rewarded with all, or nearly all, it 
could extract from the soil, population would increase rapidly and 
before long occupy all the fertile land. ‘As soon as this takes 
place,” he argued, “the terms on which raw produce and labor 
are exchanged will begin to undergo alteration [and wages will 
fall].””* At this point Tucker made an assumption upon which 
the greater part of his criticism of Malthus and Ricardo rested. 
He supposed that the growth of population, which started under 
the stimulus of abundant subsistence, would not cease when the 
fertile lands were all intensively cultivated and food was rela- 
tively less plentiful. Assuming that the increase continued, the 
laborers would compete more strenuously for the limited amount 
of produce, and real wages would decline. This fall of wages would 
make recourse to less fertile lands possible. Workers would be 
forced to revise their aliment.” 

This revision of aliment was not as significant to Tucker as it 
was to Malthus. The English theorist maintained that, under 
ordinary circumstances, rather than submit to it the laborers 
would abstain from marriage and the growth of population would 


® Published in Philadelphia, 1837. 
” The Laws, pp. 19-20. ™ Ibid., pp. 20-21. 
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be arrested. Tucker recognized this possibility, but put it aside 
with the statement that: 

The past history of mankind instructs us that the restraints of prudence 
and decent pride have never yet been sufficient to arrest the multiplying pro- 
pensity, though they may check its force; and we cannot reasonably expect 
them to keep the population within the limit of liberal subsistence, without 
a more improved and enlightened state of society than has yet existed.” 


This appears to be nothing more nor less than the theory of 
Malthus minus the prudential check, and is quite inconsistent, 
of course, with Tucker’s views as advanced in the Essays. 

The prudential check, thus so summarily dismissed, was some- 
what covertly readmitted. Tucker remarked a few pages later 
that: 


If any particular mode of living was deemed so essential by the people of 
a country that they would exert self denial not to marry until they had 
reached this standard of comfort, population would then be stationary and 
so also would be the price of labor.” 


In this connection he voiced an opinion similar to that of a number 
of other Americans with the words, “If the increase be supposed 
not greater than the improvements of husbandry, then there is no 
reason to suppose any change in the mode of subsistence.’’* He 
implied, however, that such things as the introduction of the po- 
tato culture, involving a revision of aliment, could be interpreted 
as improvements in the arts of husbandry. This belief pretty 
definitely returned him to his pessimistic position. 

Tucker was the last of the formal economists of the period to 
direct a sustained systematic attack on the theoretical structure 
of Malthusian doctrine. There were numerous mild protests from 
others calling attention to the fact that Malthus had neglected 
the institutional aspects of poverty. Matthew Carey,” father of 
Henry C. Carey, often mentioned the fact that there was a natural 
oversupply of labor. His advocacy of nothing more fundamental 
to relieve the situation than the protective tariff, public poor relief, 
and the governmental regulation of the introduction of labor 


” Ibid., p. 23. %3 Ibid., p. 25. See also pp. 29-30. % Ibid., p. 25. 


78 His chief works on economics were an Essay on Political Economy (Philadelphia, 
1822), and an A ppeal to the Wealthy of the Land (Philadelphia, 1833). 
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saving machinery, indicates that, in his opinion, the chief causes 
of overpopulation were factors other than those mentioned by 
Malthus. Samuel Phillips Newman,” combining interests in the- 
ology and economics, recognized the operation of the pruden- 
tial check when he remarked that the natural price of labor was 
the wage sufficient to “furnish a support to the laborer and his 
family, according to the usual style of living in the community.”’” 
He accepted the wage-fund theory and the possibility of an in- 
crease of capital stimulating human reproduction, but minimized 
the danger of overpopulation. Newman believed that the evils 
usually ascribed to this condition were more often the result of 
abuses of civil institutions or unwise neglect of potential re- 
sources.” 

Francis Wayland,” a Baptist minister, later president of Brown 
University, had no fear of an excess of population. Like Cardozo, 
he believed that the increase of numbers, limited by the pruden- 
tial check, tended to follow, not to precede, the growth of capital 
and subsistence to support it.* Malthus would probably have 
called this statement nothing more than an overbroad generaliza- 


tion. The most important feature of Wayland’s criticism, how- 
ever, is indicated by the following excerpt: 


Nor do we need any abstruse theories of population to enable us to ascer- 
tain in what manner this excess of population [in Europe] may be prevented. 
Let them [the nations of Europe] reduce the unnecessary expense of govern- 
ment. Let them abolish those institutions which fetter and dispirit industry, 
by diminishing the inducements to labor. Let them foster the means by 
which the productiveness of labor may be increased, and the annual gifts of 
the Creator will so accumulate that the means will be provided for the sup- 
port of all human beings that are annually brought into the world." 


% Newman wrote Elements of Political Economy (Andover, 1835). 
7 Ibid., p. 242. 
% Ibid., pp. 243-54. 


% Wayland wrote Elements of Political Economy (Boston, 1837). This work was 
the most popular American textbook in economics for several decades. 


% Tbid., p. 305. 
*' Tbid., p. 307. 
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A. Potter’s work™ was little more than a reprint of a treatise by an 
until recently little-known British economist, G. Poulett Scrope.® 
He spoke of the possibility of excess of population being the result 
not of superfecundity, as maintained by Malthus, but of “defects 
in the social system.’™ Following Scrope he attached much more 
significance to productivity than to the standard of living as a 
wage determinant.*s 

Similarly, the early American socialists, who were rather 
numerous during the decade of the thirties, went to a defective 
institutional system rather than to the principles of population 
growth and production to account for poverty. Indeed there is 
reason to believe that the whole organized labor movement of the 
period was based on an “exploitation” theory of the wage relation- 
ship. William Maclure, who had been associated with Robert 
Owen in the New Harmony experiment, blamed land monopoly, 
debt-funding, primogeniture, political sinecures, monopolistic 
charters, and private education for the social evils associated with 
the unequal distribution of wealth.” He, like Robert Dale Owen, 
Frances Wright, and the Evans Brothers, had more confidence 
in public education than in a decrease of the birth-rate asa remedy 


for poverty.™ Josiah Warren, with a labor cost theory of value 
proposed to modify exchange.” Thomas Skidmore attacked the 
inheritance of wealth.” L. Byllesby, who had come under the 


82 Indexed as Potter, Political Economy: Its Objects, Uses, and Principles (New 
York, 1840). 

83 See R. Opie, “Neglected English Economist; G. Poulett Scrope,” Quarterly 
Journal of Economics, XLIV (November, 1929), 101. 

% Potter, Political Economy, p. 45. 8s Tbid., chap. v. 

% See S. Perlman, A Theory of the Labor Movement (New York, 1928). 

87 These views were expressed in his Opinions on Various Subjects, Dedicated to 
the Industrious Workers (New Harmony, 1822), pp. 27-33. See also pp. 40-42, 149. 

% Ibid., pp. 72, 121-23. Consult W. R. Waterman, Frances Wright, “Columbia 
University Studies in History, Economics, and Public Law,”” CXV (New York, 
1924); J. H. Noyes, History of American Socialisms (Philadelphia, 1870), pp. 21-23; 
M. Hillquit, History of Socialism in the United States (New York, 1903), p. 59; and 
J. R. Commons and Others, Documentary History of American Industrial Society, 
V (Cleveland, roro). 

% Consult W. Bailie, Josiah Warren,.The First American Anarchist (Boston, 1906). 

*® Skidmore wrote The Rights of Man to Property (New York, 1829). 
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influence of Hodgkin and Thompson, English predecessors of 
Karl Marx in a theory of surplus value, was critical of the whole 
wage system.” Seth Luther blamed factories,“ and William H. 
Hale, banking corporations for the suffering of the masses.” 

Of the entire group of American critics of the institutional or- 
der, Stephen Simpson, a follower of Sismondi, was the only one 
specifically to mention Malthus.“ Simpson was unwilling to 
ascribe human misery to the niggardliness of nature. ‘The excess 
of the bloated accumulation of the rich demonstrated the falsity 
of this hypothesis.’”’*> In America, at least, the ability of the earth 
to maintain a larger population could not be doubted.* The 
socially induced maldistribution of wealth was the fundamental 
and vicious cause of poverty. The move to limit the size of the 
families of the poor he characterized as both dangerous and un- 
just.” Only when it is recalled that the theory of Malthus was 
originally a protest against an institutional exploitation theory 
advanced by Godwin, can the full significance of the views of these 
American socialists be appreciated. 

A number of the critical periodical articles merit consideration. 
Although only a short time before he had defended Malthus and 
Ricardo against Cardozo, one J. Porter, writing in the North 
American Review, attacked the English doctrine rather vigorous- 
ly.* He denied that there was any tendency for population to 
increase more rapidly than food. Man was capable, he said, of 
increasing subsistence indefinitely at will. Poverty was the result 
of vicious social and economic institutions rather than the “will 
of Providence.” The prices of food were, in fact, continually 
going down because of improvements in the arts of agriculture.” 

%* Byllesby wrote Observations on the Sources and Effects of Unequal Wealth 
(New York, 1826). 

* Luther wrote An Address to the Working Men of New England (Boston, 1832). 

% Hale wrote Useful Knowledge for the Producers of Wealth (New York, 1833). 

* In his The Workingman’s Manual, A New Theory of Political Economy (Phila- 
delphia, 1831). 

9S Ibid., p. 48. % Ibid., p. 224.  Ibid., p. 226. 

* XXV (October, 1827), 415. The earlier statement appeared in Vol. XXIV 
(January, 1827). In it, Porter presented an excellent discussion of the intensive 
margin of cultivation, and came close to a marginal utility concept. See pp. 171-80. 

” Ibid., pp. 415-23. 
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An anonymous writer in the Southern Review exhibited a similar 
attitude toward European theories. A denial of the truth of the 
law of diminishing returns laid the foundation for an attack on 
the entire distributive system which had been developed by 
Malthus and Ricardo.™ A year and a half later a review in the 
same publication of Sismondi’s Nouveaux principes set forth the 
typical American attitude toward European theories in these 
words: 

Now as labor is the source of all capital, is capital itself, it seems to us to 
have been forgotten that in the very increase of population there is neces- 
sarily a proportionate increase of capital, a multiplication of the very 
power wanted to produce subsistence for the increasing multitudes. As long 
as there is land unoccupied, or unskillfully or wastefully employed, a small 
portion of the new progeny may produce food for the rest. When the earth 
shall be covered with harvests, and no room be left for industry and skill, 
it will be time then to inquire into the measures which ought to be pursued 
with the surplus of the still increasing consumers.” 


Hezekiah Niles, who contrived to write something on nearly 
every subject in the columns of his Register, did not neglect the 
problem of population. He repeatedly contrasted England and 
America, institutionally and economically. “England,” he re- 
marked in one connection, “is overburthened with population 
because overburthened with taxes and monopolies—but we have 
room enough for the thousandth generation.’** Again he said: 

An hundred years hence, if all our vacant lands shall be densely populated 
—if we shall have a public debt of four or five thousand millions of dollars, 
and a king and his trappings, and appurtenant nobles and others provided 
for out of the public taxes, . . . . and a legion of locusts, in the shape of gov- 
ernment priests, . . . . we may be reduced to the same condition [England’s] 
through the force of domestic competition for employment and wages.” 


The contrast reappeared later in words which more definitely 
suggested Niles’s acquaintance with the theory of Malthus: 

The want of plentiful supplies of wholesome food is among the severest 
checks to population; and while in England, for instance, it is thought de- 

we T (February, 1828), 192, 215. 

» TV (November, 1829), 283. See also p. 280, and VIII (February, 1832), 492, 
496-97. 

2 Niles Weekly Register, XXXII, 114 (April 14, 1827). See also ibid., p. 372 
(August 4, 1827) 

3 XLII, 124 (April 21, 1832). 





624 GEORGE JOHNSON CADY 


sirable that the progress of population should be restrained—it is our great 
purpose to increase the numbers of our people, as being the main brace of 
power. In no part of our country is a large family of children thought to be 
an encumbrance on their parents." 


He was quite optimistic. The increase of capital equipment, the 
cause of the relative advancement of England in comparison with 
the rest of Europe, would, he said, go on geometrically in the 
United States, unless there was “too much tinkering with the 
currency.”**S Niles believed that immigration was unbeneficial only 
when it resulted in the clogging of the eastern labor market. He 
recognized that the country as a whole needed laborers; the 
problem was one of selecting and properly distributing them.™ 
An excellent analysis of the premises underlying the theories of 
Malthus and Ricardo appeared in the New York Review, in the 
article commenting on the third and fourth parts of Carey’s 
Principles mentioned above.*” After an attack on the theories of 
Malthus, McCulloch, and James Mill, the writer asserted that 
Carey, in developing his system of harmonies, had involved him- 
self in absurdities almost as great as those of his European con- 
temporaries. The American, he said, did not have to deny the 
premise of Malthus and Ricardo, the law of diminishing returns, 
in order to disprove their gloomy conclusions. Soils were certainly 
of differing degrees of fertility and, as population increased, 
recourse to inferior grades was necessary. Rent was paid for the 
better soils as the proof and measure of their superiority. This 
theory was so easily demonstrable that it was futile to deny it. 
Malthus’ law, however, did not necessarily follow. Malthus 
should have demonstrated, this writer asserted, that the necessity 
of recourse to worse lands resulted in a decrease in per capita 
production sufficiently great to overcome the effects of improve- 
ments in the productive arts. This he and his followers had never 
done. A static theory of diminishing returns was demonstrable, 
™ XLV, 2 (August 31, 1833). ms L, 115 (April 16, 1836). 
%6 See XXII, 290 (July 6, 1822); XXIV, 393 (August 23, 1823); XLIII, 301 
(February 9, 1833); XLV, 377 (February 1, 1834;) XLVII, 89-90 (October 4, 1834); 


p. ror (October 18, 1834); p. 132 (November 1, 1834); p. 180 (November 22, 1834); 
XLIX, 69 (October 3, 1835). See also Poulson’s American Daily Advertiser, June 22, 


1837. 
7 VII (October, 1840), 311 ff. 18 Tbid., p. 311. 
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and was correctly considered as sufficient basis for a theory of 
land rent. In a dynamic society, however, increased skill might 
make inferior soils more productive than the better grades pre- 
viously had been. Such improvements, of course, caused a like 
increase in the productiveness of the better grades at the same 
time, and their superiority continued to provide the basis for a 
rent payment.’ The ratio between food and population depended 
on the fertility of land and the productive efficiency of labor and 
capital. In the United States where there was a high degree of 
both, prospects were that increasing skill would be more than a 
match for the necessity of using poorer land for a long time to 
come. “Cheap bread, and plenty of it... . [was] the law of 
advancing society,” unless unwise governmental regulations 
interfered.” 

The author of this review gave indication of a clearer insight 
into the.assumptions underlying the Malthusian and Ricardian 
theories than many of his contemporaries whose works extended 
into volumes. In his criticism of Malthus, however, he slipped 
into the error of many of his countrymen when he neglected to 
face the problems involved in the great capacity for human in- 
crease. He seems to have assumed unconsciously that some 
checks operated painlessly to hold back the potential growth of 
population. 

Several generalizations of more extended applicability may be 
made on the basis of this survey of the writings of the critics of 
Malthus. Throughout this body of literature there was a degree 
of misconception apparently indicative of nothing more nor less 
than failure carefully and understandingly to read the theories 
attacked. For the most part the Americans appear to have been 
criticizing, not the doctrine of Malthus, but their own or, worse 
yet, someone else’s interpretation of it. Students of the present- 
day controversial literature on the subject of interest, for ex- 
ample, will probably agree that this tendency to misread, or not 
to read at all, is of more than merely historical and local signifi- 
cance. As is generally the case, these misinterpretations were 
largely manifestations of prejudice. During the early decades of 
the nineteenth century there remained, as a relic of the revolu- 


™ Ibid., pp. 312-13. 1 Tbid., p. 314. 
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tionary days, a popular distaste in America of all things British. 
Theories stamped “made in England” were immediately sub- 
jected to careful and carpingly critical scrutiny. This fact may 
partially account for the popularity on this side of the Atlantic 
of the Frenchman, J. B. Say, whose optimistic views were reflected 
in the works of a number of the Americans just considered. The 
frequent statements calling attention to Malthus’ neglect of 
cultural factors in his theory of poverty bear testimony to a 
similar prejudice, directed in this case toward English institu- 
tions rather than English writers and their doctrines. 

Much, possibly most, of what is characterized as erroneous 
reasoning in the development, interpretation, and criticism of 
economic thought is ultimately traceable to a misuse or a mis- 
understanding of the device of abstraction. Theories are, in the 
last analysis, merely summary, tentative, hypothetical generaliza- 
tions descriptive of the relationships between observed phenom- 
ena. The perceptual world is so complex that disturbing factors 
usually have to be abstracted before such conceptual formulas 
may be devised. This process involves the assumption of con- 
ditions in which these factors are inoperative. The assumptions 
may be expressed or implied, clearly discernible or so hidden as to 
require a process akin to rationalization before they can be 
brought to light. Theorists, especially in the social sciences, often 
unconsciously posit the physical environment, the institutional 
order, and the stage of technique which obtain in the societies of 
which they are members. Principles developed under such as- 
sumptions, unless due consideration is taken of their abstract 
character, are often clearly inapplicable to conditions existing 
under some other type of social organization or physical environ- 
ment. Most of the American critics of Malthus failed to take this 
“due consideration.” 


The proponents of Malthus in the United States prior to 1840 
were few in number. They fall into two groups which may be 
described, for want of better terms, as passive and active. In the 
first group there were a number of writers who had come under 
the influence of one or two of the orthodox classical economists, 
and who more or less uncritically accepted Malthusianism along 
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with the other features of the European theoretical system. 
Strangely enough, the active proponents of Malthus were not 
authors of formal treatises but periodical contributors. Two of 
them, who as a matter of fact compose the group, produced state- 
ments which must be placed among the few really penetrating 
bits of early American economic analysis. 

Of the passive proponents, John MacVickar,™ a man who com- 
bined theological and pedagogical interests, was under the domi- 
nation of McCulloch to so great a degree that any opposition on 
his part to the dominant English theories was quite impossible. 
Thomas Cooper,’” an English-born president of South Carolina 
College, accepted the theory of Malthus without much question 
and held, in opposition to Raymond, Everett, and Cardozo, 
that there was a limit to the possible increase of productive 
efficiency attainable through the use of machines."* In the realm 
of social policy Cooper believed that no system of poor laws could 
afford more than temporary relief and that public charity was 
justifiable only in rare cases. ““You can only decrease the compe- 
tition of laborers,” he remarked, “by discouraging marriages 
among the poor, . . . . or sending them away to distant colonies. 
Poor laws instead of increasing capital decrease it.” William 
Beach Lawrence, a jurist and lecturer on political economy at 
Columbia College, in his Two Lectures on Political Economy*s 
evinced a clear understanding and expressed a favorable opinion 
of the distributive theory of Ricardo and Malthus. 

Henry Vethake,"* professor of chemistry, geography, natural 
history, moral philosophy, and economics, at the University of 
Pennsylvania, was distinctly under the influence of McCulloch. 
His distributive theory combined his master’s views on the wage- 
fund, Ricardo’s on rent, and those of Malthus on population. 
Vethake clearly recognized the operation of both the preventive 
and positive checks to population. He did not favor the com- 

™ MacVickar edited and published an encyclopedia article by McCulloch en- 
titled Oudlines of Political Economy (New York, 1825). 

"2 Cooper wrote Lectures on the Elements of Political Economy (Columbia, 1826), 
and a Manual of Political Economy (Washington, 1834). 

™3 Lectures, pp. 18, 232-33. ™ Manual, pp. 22, 95. 

™§ Published in New York, 1832. 

"6 Vethake wrote Principles of Political Economy (Philadelphia, 1838). 
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pulsory prohibition of marriage as a social policy, but advocated 
governmental as well as individual activities calculated to enlarge 
the desires of people, pi ote foresight, and bring about volun- 
tary limitation of the bir. .ate."” Thomas R. Dew," true to the 
interests of his section,t anti-tariff South, employed his version 
of the theory of Malthu. as a weapon against what he chose to 
call the restrictive syster. He spoke of how Malthus, in an “able 
exposition of the principle of population,” haa shown that there 
was a tendency for population to increase until one or more of the 
so-called checks were brought into operation.*® His argument 
against protection reduced itself to a recital of the advantages of 
territorial division of lal or between new, high-wage countries, 
and old, low-wage countries. Niles Register, in commenting on 
Dew’s Lectures, said in part, “The professor seems to have more 
credit for the zealous application with which he has studied in the 
school of Adam Smith, than for original enquiry on the sub- 
ject.” 

Among the periodical writers, T. Lyman, in the North American 
Review, as early as 1815 set forth the subsistence theory of 
wages. An article, appearing in the American Quarterly Review, 
mentioned the fact that, although political economy had been 
established only fifty years, its chief laws, those of population 
and rent, had already been fully proved.” A few years later an 
anonymous writer in the same periodical employed the theory of 
Malthus in advocating the repeal of poor laws in the United 
States.*3 Another unknown, this time in the Southern Review,™ 
used the Malthusian principle for the purpose of discrediting the 
“agrarian and educational system” then being advocated by the 
spokesmen of the labor movement in New York. He questioned 
the justice of allowing the idle and drunken to bring children into 


"7 [bid., p. 114. 
8 Dew wrote Lectures on the Restrictive System (Richmond, 1829). 
"9 Ibid., p. 26. 1 XXXVII, 113 (October 17, 1829). 


1 T (July, 1815), 214. 

1 [I (September, 1827), p. 47. Robert Walsh was the editor of this publication 
at the time. 

™3 XIV (September, 1833), 66, 100; see also XII (December, 1832), 303, and 
American Monthly Review, IX, 313. 

™ VI (August, 1830), 1. Hugh Legaré was editor of this publication at the time. 
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the world, and of compelling the honest and frugal to support and 
educate them on terms of equality. Such a system taxed industry 
to encourage idleness. It was a direct “ttack on the usual privi- 
leges attached to the possession of  ‘‘perty."*5 Public schools, 
it was asserted, would create a vast pater system by exonerating 
parents of their highest duties and cut ¢ng off the mainsprings of 
individual exertion.” f 

The plan of national education, .... by taking away the reasonable 
checks to early and thoughtless marriages . . . . [would] inevitably multiply 
the competitors for employment to such a degree as to increase enormously 
the competition in the market of labour and all the well known evils conse- 


quent upon that competition.’ ‘ 


People who brought children into the world should be bound to 
support them. Education by a property tax was plunder, an 
entering wedge bound to lead to agrarianism.™ At the bottom 
of the whole disturbing movement was universal suffrage, “a 
system which disregarded all honorable distinctions, all excep- 
tional ability, and which was bound to annihilate the whole class of 
laborers.’’*”? 

The first of the two American statements actively and con- 
structively in support of Malthus appeared early in the decade of 
the twenties in the North American Review.” In it the author, 
W. J. Spooner, characterized a reply of William Godwin to the 
Essay on Population™* as “lame and impotent.” The British 
perfectionist had attacked Malthus’ theory as to the geometric 
increase of population with the criticism that the idea had arisen 
from his observation of only one part of the world, America. In 
reply to this contention Spooner said in part: 

In order to ascertain whether the . . . . remarks contradict Mr. Malthus’ 


position, it is well for us to recollect precisely what is the position he assumes. 
His words are, that population, when unchecked, goes on doubling itself 


"8 Ibid., p. 8. «7 Ibid., p. 15. 

1% Tbid., p. 10. 8 Thid., pp. 17, 22, 31. 

9 Ibid., p. 27. Slightly more than a year later an article in the same periodical 
(VIII [November, 1831], p. 191), under the same editor, pointed out the great evils 
of concentrated riches and argued for compulsory free public education. 

3° XV (October, 1822), 280. 

* An Inquiry concerning the Power of Increase in the Numbers of Mankind (Lon- 
don, 1820). 
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every twenty-five years. He does not affirm that such has actually been the 
rate of increase at all times, and throughout the world.' 


As a matter of fact, a great part of Malthus’ work, said Spooner, 
had been taken up with a consideration of the checks which made 
this theoretical increase of population actually impossible in most 
parts of the world. Malthus had turned to American experience 
merely to secure information on the potential rate of human 
procreation. Spooner easily showed the absurdity of Godwin’s 
claim that the growth of population in the United States had been 
due chiefly to immigration and not to a surplus of births over 
deaths.*** Unaware of the storm of American criticism about to 
break, Spooner confidently concluded: 


After the lapse of more than twenty years and when the charms of novelty 
must have ceased, the world has been called upon to reconsider and revise 
the judgment it originally pronounced upon Mr. Malthus’ work. The conse- 
quence has been an entire and deliberate affirmation; and henceforth, we 
presume, the subject of population will be considered as at rest.™ 


A similar example of penetrating thought is to be found in an 
article by Louis Fitzgerald Tasistro appearing in Hunt’s Mar- 
chant’s Magazine.“* The main burden of this rather lengthy 


statement was a defense of the law of population against the 
attacks of Nassau Senior. Tasistro stated the principle of dimin- 
ishing returns in much the same way as had Malthus. He ac- 
cepted the English economist’s claim that population had a 
tendency to double every twenty-five years. It followed, neces- 
sarily, Tasistro maintained, “as the wages of labor depended 
upon the proportion between food and numbers, and as numbers 
can increase faster than food, that unless the number of laborers 
ean be limited, the people must always be poor.”** The truth of 
the Malthusian law was being demonstrated everywhere. Tasis- 
tro asserted that: 

Scarcely a year passes in which the operation of that principle is not mani- 
fest in the suderings of one or more of the classes into which our labourers 

132 Op. cil., p. 292. 8 Ibid., pp. 293 ff., 301 ff. 4 Ibid., p. 318. 

88 II (January, 1840), 36. The identity of the author of this statement has re- 
mained a mystery even after careful inquiry. It is possible that Tasistro was a pen 


name. 
186 Tbid., p. 39. 
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are divided—sufferings which have their immediate causes, indeed, in some 
casual revulsion of trade, but which are aggravated and prolonged by the 
habitual poverty existing among all the laboring classes, and which, it has 
been proven to satiety, is the consequence of the disproportion between the 
numbers to be employed and the meazis of employing them.” 


A citation of examples of increased productive efficiency ac- 
companying a growth of population did not, he said, constitute a 
valid criticism of Malthusianism. Tasistro quoted an unidentified 
passage written by Senior in which he (Senior) spoke of the fact 
that, as in the case of the American colonies, an increase of popula- 
tion had often been accompanied by increased per capita produc- 
tiveness. In reply Tasistro called attention to the fact that in his 
theory Malthus had stated merely that, in the absenve of checks, 
population tended to increase at a more rapid rate than food 
supply.* He proceeded to say that: 

What was meant to be conveyed by the proposition was, that the greater 
capability of increase was on the side of population; that a check must be 
applied there, and an impulse, if possible, applied to the production of food. 
And that that is the useful mode of stating the theory, Mr Senior himself 
admits; for he tells us afterwards that, whether in the absence of disturbing 
causes, it be the tendency of subsistence or population, tc advance with 
greater rapidity, is a question of slight importance, if it be acknowledged 
that human happiness or misery depend on their relative advance; and that 
there are causes, and causes within human control, by which that advance 
can be regulated. 


Tasistro displayed a better understanding of the nature and 
function of the device of abstraction than any of the men toward 
whom attention has been directed in the course of this study. 
He remarked that a statement that there is a tendency for popula- 
tion to increase at a more rapid rate than subsistence is analogous 
to one to the effect that there is a tendency for bodies to move in a 
curved path. Both are true under certain conditions but this fact 
disproves neither the theory of Malthus, nor the laws of Newton, 
in their abstract forms.” It is regrettable that there was not 
more on economics from the pen of this able thinker. 


137 Tbid., p. 39. 
38 Tbid., p. 40. 139 Tbid., p. 41. 
“° Ibid., p. 41. The disproof of the laws of Newton has come in another way. 
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The fact that American opinion was for the most part unsym- 
pathetic to the theory of Malthus scarcely needs to be pointed 
out. There appears, strange!y enough, to have been no distinctly 
American controversy on Malthusianism, however. The Ameri- 
can writers rarely mentioned one another. They seem to have 
been providing a side attraction; participating at a distance in the 
European debate. Spooner was concerned primarily with the 
arguments of Godwin, Tasistro with those of Senior. Neither 
gave much attention to the statements of their compatriots. Of 
the five passive proponents of the doctrine all were teachers of 
economics. When this is coupled with the additional fact that the 
academic critics were, with the exception of the inconsistent 
Tucker, quite mild in their assaults on the classical structure, a 
generalization, possibly of present-day significance, is suggested. 
The purely pedagogical problems connected with instruction in 
economics seem to have disarmed their critical faculties. It is not 
difficult for a teacher to accept a teachable theoretical system, 
testing it for internal consistency rather than external applica- 
bility. 

Although the body of literature just surveyed begins with the 
transcendental absurdity of Raymond and ends with the penetrat- 
ing analysis of Tasistro, it is difficult to detect any definite trends 
in American thought on the classical theory, prior to 1840. Of the 
two statements which actively supported Malthus, the first 
appeared in 1822 and the second in 1840. Periodicals, for the 
most part, seem to have been affected more by the sectional and 
private interests their contributors represented than by efforts to 
pursue any definite editorial policy. Formal works designed for 
classroom use did not make their appearance until 1825. The 
attitude of passivity exhibited in them can hardly be considered 
evidence of any consistent development, especially in view of the 
fact that Tucker’s later work was published in 1837. The socialis- 
tic writings were largely confined to the period from 1826 to 1833, 
and did not appreciably affect subsequent thought. The detec- 
tion and tracing of evolutionary movements, if such there were, 
must, then, await the study of the post-1840 literature. 


GEORGE JOHNSON CADY 
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METHODS IN SOCIAL SCIENCE 
THREE REVIEWS OF THE RICE BOOK' 


I 


IHE appearance of a formidable volume upon method in social 
science was almost inevitable. In purpose and in plan it is 
quite in accord with current sense and reason. In society there 

are many actors and few students; the phenomena are numerous, and 
the resources of the inquirer meager; the course of events will not 
await the meticulous procedure of the careful scholar. The more plod- 
ding of us rebel at the slow, uncertain, and costly processes by which 
we come upon mites of near-truth; we yearn for dodges and devices by 
which we can encompass more facts, more speedily distil their meaning, 
and set down bigger and better verities. The more energetic among 
our associates see that scholarship is falling behind other trades, look 
hopefully to the ways of business, and attempt to contrive the machine 
process and large-scale organization into a technique of inquiry which 
is up to date. The out-and-out believers, who are lost without a creed, 
put their faith in a technology of intellectual production, all complete 
with an assortment of formulas by which great truths can be taken 
unawares. We differ in our needs, in our doubts, in our expectations; 
but we agree that, if the greater knowledge is to be had, our ways and 
means of finding out must be improved. 

The current volume represents an attempt to use method to discover | 
method, to employ organized research to find out the ways of research. } 
The venture rests upon the assumptions that the social disciplines are 
sciences, and that their procedure can be identified, abstracted from 
the inquiries in which they have been employed, set down as clear-cut | 
formulas, and put to alien uses. An elaborate organization, consisting 
of a committee on scientific method, a managing editor, and a group of 
writers, is employed to winnow out and reduce to terms the methods 
used in contributions to knowledge. The idea of a case book has been 
borrowed and adapted to hold in unity the several discussions. And the 
whole imposing apparatus is directed toward the reduction to system 
of the most evasive of all social phenomena—the ways of the human 
mind in finding out. 

* Stuart A. Rice (editor), Methods in Social Science. Chicago: University of 
Chicago Press, 1931. Pp. xiii+822. $4.50. 
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The result must be judged by what may be reasonably expected of 
so complicated a mechanism upon its initial trial. The members of the 
directing committee, if I know them aright, are not all of a mind; the 
contributors to the volume have little in common save a concern in one 
way or another with social problems; many of them are authors of dis- 
tinguished books, and their individual ways and lack of amenity to 
group discipline must have been a sore trial to the orderly editor; the 
books and monographs selected for critical study are as miscellaneous 
an assortment of volumes as were ever gathered together. As a result, 
almost everyone concerned has had something of his way, and a little 
of everything that one might reasonably ask for is here—a bare descrip- 
tion of a mere device dignified as a “‘method,”’ an elucidation of a con- 
cept useful or useless, the development of a doctrine or an institution, 
an analysis of a book notable or notorious, an appraisal of the work of 
some person distinguished or undistinguished, an elaborate essay upon 
what one of the social studies is all about. The separate essays have 
their respective merits and demerits; but, as for the book, history, doc- 
trine, devices, criticism, opinion, and what not—epoch-making ideas 
and two-for-a-nickel tricks of the trade—are thrown about in reckless 
abandon. The erudite captions cannot keep the ordinary reader 
straight; and, while method may be defined, one is hard put to it to 
keep it defined as the pages are turned. Method, like the feudal 
knight in Stephen Leacock’s story, has mounted its steed and ridden 
off furiously in all directions. 

It is a pity that the volume cannot be judged by an objective method 
quite untainted by personal preference. A reviewer, whose ways are 
rather old fashioned, finds himself at a disadvantage which he can 
escape only by resort to the unscientific dodge of claiming for them no 
authority other than his own opinion. He can, accordingly, do no more 
than set down the impressions which the book leaves in his mind. A 
treatise which professes to make explicit the methods of social study 
cannot exclude a consideration of really significant work. Yet one 
notes the omission of Thorstein Veblen in economics, of Carl Becker in 
history, of Charles Horton Cooley in social psychology, and of John 
Dewey in method in social science. But the reason may be that Veblen 
and Dewey and Cooley and Becker only illumine and reveal and sug- 
gest and provoke, while the writings of Colby and Allport and Ach and 
Thorndike have the qualities of scientific workmanship. In “law and 
politics” the arresting importance of the work of Richmond, Burgess, 
Gosnell, and their like leaves no place for a discussion of the ways of 
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creative work as revealed in the writings of Maitland, Holmes, 
Brandeis, and Cardoza. The subject called “law’”’ possesses the richest 
storehouse of materials for a study of the actual operations of the in- 
tellectual process to be found anywhere, and they have in recent years 
been put to no mean use; yet there is here no hint that such studies are 
in existence. 

Now and then one chances upon excellent articles: Frederic Schevill 
writes most engagingly of Voltaire; Merle Curti appraises shrewdly 
Turner’s theory of the frontier; Frank Knight illumines Jevons’ devel- 
opment of marginal utility; Max Handman helps to put Pareto in his 
place; and the letter from Wesley Mitchell to Maurice Clark has life 
and penetration and the zest of play even in so solemn an adventure 
as the quest of truth, and alone is worth the cost of working one’s way 
through the volume. But, to take only the subject of economics, Clark 
is no devotee of the scientific method, nor is Handman or Knight, 
nor for that matter Mitchell. But such writers seem here to be keeping 
strange company; and one is a bit surprised to discover R. M. McIvor, 
Edward Sapir, and Walter Wheeler Cook among the directorate re- 
sponsible for the volume. 

For, in spite of the excellence of individual papers, it is not the 
creative thinkers who give character to the book. To put it plainly, 
the pages contain more than isolated examples of claptrap and hocus- 
pocus, and the dominant note is that of pseudo-science. The editor 
sets it down that many persons regard inquiry as a creative art, as a 
conscientious reporter should; but so much of the editor’s enthusiasm 
as a real scientist can afford to display is spent upon the procedures of 
detailed precision and grandiose utterance. In Preface and Introduc- | 
tion he records the inconsequential and sets down the obvious with just | 
the solemnity which the scientific manner demands. He engages in 
such pedantics as “the delimitation of the fields of inquiry,” “the inter- 
pretation of change as a developmental stage,” and “the interpretation 
of temporal sequences with consideration of special types of ‘causa- 
tion.’”” His contributors are not authors, setting down their studied 
opinions, but impersonal abstractors of methodology known as “an- 
alysts.” In general they invent categories of things not to be found out- 
side their own heads, add syllable after syllable to simple names to 
make up erudite terms, employ words of such evasiveness as to invite 
an easy slipping from one meaning to another, set down personal con- 
clusions in the pompous and polysyllabic language of cosmic proposi- 
tions, and reduce the colorful life of current society to dull and ponder- 
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ous pedantry. A number of the writers seem to be blissfully unaware 
of the bundles of tricks which they are playing upon those whose work 
they profess to assess. In the end we know much of the ways of mind 
of the analysts and little of the real methods of those whose contribu- 
tions are being assessed. 

This treatise upon scientific method is a monument to faith; its 
fundamental hypothesis is that the way of finding out can be taught. 
No one who has bothered himself with social problems doubts that the 
manipulation of figures is a useful skill; that devices and procedures 
have their minor réles in intellectual inquiry; that the development of 
one’s own way of work can be helped along mightily by the experience 
of others. But one knows, too, that calculation is a tool and not a 
method, that devices and procedures are inseparable from the prob- 
lems and phenomena which call them into being and require intelligent 
adaptation to new uses, that a method of workmanship is a slow and 
painful acquisition dependent far more on practice than on precept. 
It is dubious whether the volume can be made very useful in the train- 
ing of routineers who under direction must do the dirty work insepara- 
ble from large-scale research. A practical manual demands a far more 
uncompromising recognition of the principle that quantity-production 
necessitates here, as elsewhere, a transfer of discretion from the person- 
nel to the process. Apart from isolated chapters, the volume gives 
little help to one who, even at the expense of great agony of thought 
and a meager output, is trying sincerely to get at the inwardness of a 
social problem. In it little is to be found upon how the idea is to be 
discovered, how a mass of unruly facts is to be domesticated, what one 
is to do when he runs into a blank wall, how the crisis of the discovery 
of something new which overthrows the whole damned structure is to 
be met, how a collection of enough raw data to fill three volumes is to 
be subdued into a short account that people are willing to read, or how 
the phrasing is to be found by which one can actually communicate to 
others the results of his inquiry. But light upon the really perplexing 
questions of intellectual procedure could, at the current time, hardly 
be expected even from a methodical book on method. 

But, none the less, the book has its unique place and distinctive 
character. It is true that it cannot be read, and that even a reviewer 
can only sample it generously. Its ponderous and conglomerate matter 
will deny it wide use or long life. It will probably serve as required 
reading in graduate classes where the wizardry of science-ism thrives 
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and its stuff can be kept alive by artificial respiration. It will serve our 
learned brethren abroad who will exhibit from its pages many delicious 
examples of the eccentricities of American scholarship. But its primary 
value is historical; as a cultural document it is of first importance. It 
could emerge only in a single climate of opinion; it displays the reason- 
able and curious rules by which the game of finding out was played at 
the beginning of the fourth decade of the twentieth century. The vol- 
ume reveals, as no amount of exposition could, the academic folk ways 
which make up the current state of the art of inquiry. 
Watton H. Hamitton 
YALE UNIVERSITY 


II 


Stuart Rice and his co-workers, laboring under the auspices of a 
special committee of the Social Science Research Council, have pro- 
duced a big, bizarre book; a 720-page “‘case book,” so called, on the 
“scientific methods” illustrated in a vast variety of new and old con- 
tributions to the various “social sciences.” The book consists of over 
fifty independent essays, by nearly as many contributors; an Intro- 
duction by Professor Rice, the editor and chief planner of the whole; 
and some eight “appendixes,” or supplementary essays, supplied by 
various contributors and assistant editors. 

The Introduction and the appendixes deal largely with the problem 
of defining ‘“‘method” and classifying “‘methods,”: in social science as 
a whole and in various disciplines. But most of the “meat,” both fat 
and lean, which the volume offers is, of course, to be found in the fifty- 
odd essays. These vary so widely, in subject matter, character, and 
quality, that it is difficult to make any descriptive statement that will 
fit them all, But is is roughly accurate to say that each one describes, 
discusses, and more or less tries to evaluate the “method” or “‘meth- 
ods” which the writer of the essay finds, or believes to be exemplified, 
in some piece of work that has been done in his own field by some other 
person or persons. 

The heterogeneity of this collection of papers on other people’s pa- 
pers, monographs, and treatises, in nearly all departments of “social 
science,” may be dimly imagined. Many types, and phases, of econom- 
ics, political science, sociology, anthropology, psychology, and history 
are represented; but the papers are grouped, not by disciplines, but un- 
der nine section-headings, of which each is supposed to represent one of 
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the main tasks or phases of “scientific method,”’ in ai disciplines; and 
the word “method” is taken to include both the details of research- 
technique and the most general characteristics of modes of thought or 
“approaches” to a subject. The result is that, in reading through the 
book, one ranges over everything, from an essay on Bryce’s Modern 
Democracies to a study of a study of “The California Raisin Industry” ; 
from a paper on Voltaire as an historian to one on “E. L. Thorndike’s 
Measurements of Handwriting”; or from a discussion of the Gestalt 
psychology to a description of “A Device for Measuring the Size of 
Families.” 

In other words, we have here a rather ill-arranged assortment of 
papers, of two general types. About half of them deal, in more or less 
minute detail, with the special statistical, observational, orexperimental 
“techniques” employed in small pieces of intensive “research.”’ The 
other half are articles of quite another type, namely, general discus- 
sions of the points of view, the qualities of mind, or the ways of think- 
ing of particular scholars or groups of scholars, as illustrated either in 
particular treatises or monographs, or in ideas, or aims and procedures, 
that may belong in common to whole “schools” of workers in a “sci- 
ence.” ’ 

Now the contributions that belong in the former of these two cate- 
gories do not seem to me to add much to the value of this book. For 
they are, as a rule, too specialized or “technical” to be interesting or 
even wholly intelligible to readers who are not themselves experts in 
the use of “techniques” more or less similar to those described; and yet 
I suspect that most of them are, on the other hand, too brief and of too 
“popular” a character to be of much value to such “experts,” who in 
any case would hardly turn to a volume of this kind for new light upon 
their technical problems. On the other hand, the general essays that 
fall into my second category include a number of very interesting and 
valuable studies; studies so worth while in themselves, quite apart 
from their accidental relation to Professor Rice’s project, that any one 
of them would have made an unusually excellent article in any one 
of the appropriate journals. 

Of the papers that seem to me to have this excellence and general 
interest, I select a few, of particular interest to myself, for special no- 
tice. After commenting briefly on these few individual papers, I shall 
return, below, to the merits of the book as a whole, the project which it 
represents, and the possibilities of this and other methods of studying 
“methods” in social science. 
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The second article in the volume is another good essay from the pen 
of Frank Knight.? His subject here is “The Relation of Utility Theory 
to Economic Method in the Work of W. S. Jevons and Others.” The 
reference to Jevons, in this title, has no special significance; what he 
really deals with is the relation of “utility theory” to “scientific meth- 
od” in economics; with a side reference throughout to “behaviorism” 
and “‘institutionalism.”” There is perhaps little in the paper that Pro- 
fessor Knight had not said or suggested before, particularly in his con- 
tribution to The Trend of Economics. But his well-known contentions 
are here freshly put and argued, in a discourse that is quite up to his 
usual high standard. There is, of course, no space here for any critical 
discussion of these contentions. But I may perhaps record my genera! 
agreement, which is qualified by a wish that he would leave pragmatism 
to the opposition, and boldly adopt as his own philosophical position 
the kind of rationalism so ably defended by Morris Cohen in his recent 
book on Reason and Nature. 

Knight’s article is immediately followed by one, much less able in 
my opinion but very interesting, which is the work of my friend and 
colleague, W. Y. Elliott. Professor Elliott discusses “The Possibility 
of a Science of Politics; with Special Attention to the Methods Sug- 
gested by W. B. Munro and George E. G. Catlin.” The issues that he 
deals with are similar, at bottom, to those with which Knight is con- 
cerned; that is to say, they have to do with the question of the extent_ 
to which the “social sciences”’ can and should adopt as their own the / 
methodological ideals of the “natural sciences,” and with the prior_ | 
question as to what these ideals are. I heartily disagree both with his | 
own views, which seem to me very much confused, and with the views | 
that he attacks, which I regard as naive. But in our thinking about 
these urgent and difficult questions (if we choose to think about them), 
most of us have to advance, as far as we can, from the naive state of 
mind in which one is unaware of the chief difficulties, through confusion, 
toward clarity; and this paper should help many to advance at least 
into the state of confusion, if not beyond it! 

Skipping now to the latter part of the book, and incidentally revert- 
ing to papers in the field of economics, I come to one, or rather two, of 

? In his capacity as one of the editors of this Journal, Professor Knight objected 
to my commendation of his essay in the ‘Case Book”’ as unsuited for appearance in 
these pages. But I have been a bit stubborn about this; and I trust that the reader 
will acknowledge both my right to say what I think and my exclusive responsibility 
for my own statements. 
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the very best things in the volume: J. M. Clark’s justly laudatory and 
altogether good and delightful essay on Wesley Mitchell’s approach to 
the study of business cycles and other economic problems; and the 
accompanying or appended letter of comment on the essay, from Mit- 
chell to Clark. Clark endeavors to explain the character and special 
merits of Mitchell’s work as an economist, in terms of the man—the 
bent of his mind, a personal preference for “concrete” or empirical 
problems, and the research methods to which they lend themselves. 
And Mitchell, accepting the view that his ways of working are the ex- 
pression of a personal “bent,” supplies a highly candid, interesting, and 
illuminating sketch of his own private mental history, in explanation 
of how he has come to think as he does. This letter does, I think, do 
much to show us the sources of the strong side of Professor Mitchell’s 
“scientific” outlook. And I am bound to add that I think it also does 
much to “show up” the weak side of his outlook; for, as I deprecate 
Professor Mitchell’s deprecation of economic “theory” of the tradi- 
tional type, as warmly as I admire his own positive contributions to 
economic knowledge and insight, I regret that in this letter he carries 
the former to very extreme lengths; and in his explanation of how he 
came by this part of his own attitude, I find nothing of real justifica- 
tion, but much that gives new grounds for condemnation. 

I have thought it worth while toselect these three (or four) items in 
this book, for special notice, in order to give readers of this review 
some notion of some of the interesting things that they may find in it. 
In selecting for this purpose these particular contributions, which hap- 
pen to interest me more than do most of the others, I am, of course, 
implying no disparagement of contributions which I pass over in si- 
lence. But it may be of some further use to mention, merely, some of 
these others; and again I select those which I happened to like. This 
extension of my list includes the following papers: the one by McQuil- 
kin DeGrange, of Dartmouth, on August Comte’s ideals for social 
science; the one by M. S. Hand:nan, of Minnesota, on Pareto’s meth- 
ods in sociology; the whole group of nine extremely readable essays 
(eight of which happen to fall together in one section) by historians 
about other historians; and Professor Laswell’s study of ““The Com- 
parative Method of James Bryce.’”’ Z. C. Dickinson’s paper on J. A. 
Hobson, and the latter’s use of “the psychological approach in eco- 
nomics,”’ seems to me disappointing ; but the fault is in the subject (the 
man) chosen for discussion. There are other things in the book, for 
readers of other tastes; a little for everybody, but perhaps hardly 
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enough for anybody, to more than justify the purchase of the book. 
But it is time to end this review, with a very brief comment on the 
approach to the problems of “method,” which the work as a whole 


represents. 


I fully share Professor Rice’s belief in the importance of the critical 
study of “methods” of inquiry in the social sciences; but I do not like 
the “method” of this book. We cannot advance very far toward a 
solution of the problem of what our methods ought to be, by applying 
the “‘case method”’ to a study of what our methods are and have been! 
The notion that we can, and must, approach the problem in this way 
is itself a product, in my opinion, of a widespread modern tendency of 
thought which has been leading us astray. The tendency to which I 
refer is one that runs in the direction of anti-rationalism, or of an 
exaggerated and one-sided empiricism, which takes various forms; and 
it seems to me that Dr. Rice’s project is in harmony with at least two 
different forms of this modern bias against reasoning about our prob- 
lems. 

The project is in harmony, in the first place, with the prevalent no- 
tion of “the inductive method.” It is now the fashion in many quarters} 
to suppose that, in all our inquiries, we must first look at everything 
before we allow ourselves to do much thinking about anything. In \ 
other words, it is supposed that if we first bewilder our minds with a 
sufficiently vast and varied and incoherent mass of details, we shall 
then be led on at once to clear thoughts and valid, general principles! 
In the present case, the “facts” to be assembled and inspected are the 
current ideas about methods; and the supposition apparently is that, 
if we bring together and survey enough different ideas, the true princi- 
ples of which we are in search will at once begin to stand out, so to 
speak, of themselves. But this is an erroneous supposition. One must 
have arrived, by hard thinking, at his own philosophy of scientific 
method if he is to be able to bring to the study of current theory and 
practice in this matter the clear, critical standards which alone can 
make such a study useful for the further correction and improvement 
of his own ideals. What we need to put us on the right track in the 
social sciences is not a survey of current methods, to be followed by 
attempts at critical evaluation, but a systematic, philosophical, or 
rational inquiry into the problems of aim and method which confront 
us, to be followed by the more intelligent and orderly examination of 
current methods which this would make possible. 





642 O. H. TAYLOR 


If we consider the other form or aspect of anti-rationalism which 
appears to be involved in the plan of this “case book,” we are led, I 
think, to the same conclusion. For the notion, underlying this plan, 
that inspection of current methods should precede formulation of the 
principles by which ther are to be judged, not only is in harmony with 
the popular ideal of postponing rational reflection in order to give pre- 
cedence to the mere collection of “materials” for study; but is also in 
harmony with the “‘pragmatic”’ doctrine, that the “right” ideas are 
| those that “work,” and that we can discover what works without having 
| any principles to tell us what we mean by “working.”” Now there is no 
doubt that the right ideas about method in science are the ideas that 
“work,” when put into practice; i.e., the ones that lead to new, reliable, 
and useful discoveries. But we cannot tell which methods “‘work”’ best, 
in this sense, without a constant use of principles of logic in testing the 
reliability of our “discoveries,’’ and an equally constant use of a co- 
herent philosophy of the aims of social science, to aid us in testing their 
utility in relation to those aims. Thus I am again led to my conclusion, 
that there is little to be gained from a survey of current methods “in 
action” in the social sciences, unless and until we have thought out the 
principles by which we are to test these methods and their fruits. 

My limits of space of course forbid any effort to support these seem- 


ingly dogmatic opinions with adequate arguments. I have simply tried 
to record my convictions about this book; that it contains many ker- 
nels of nourishing grain, and a mass of chaff; that its purpose as a book 
is ill advised and could not be carried out effectively; and that the 
merits of the best things in it are quite independent of the accidental 
fact that they were written with a view to their inclusion in this curious 
compilation or symposium. 


O. H. Taytor 


HARVARD UNIVERSITY 


lil 


I confess that I am puzzled by this book, and find it difficult to 
arrive at an estimate of its probable value. That an immense amount 
of thought, co-operative discussion, and planning, and a lot of hard 
work have gone into its production, goes without saying. Further- 
more, all this effort, together with the considerable sum of money de- 
voted to the project by the Social Science Research Council, has prob- 
ably been justifiably spent, as an experiment in methodological study, 
even if the value of the result to scholars and research workers may not 
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prove to be as great and as definite as the sponsors of the project hoped. 
I am quite sure, however, that the belief that the work will be of special 
value to the average graduate student, in orientating him in the various 
methods of research open to the social scientist, will be only in part 
substantiated. After all, to understand the significance of a method 
used by a particular investigator in a particular field, it is necessary to 
have some knowledge of the nature and content of that field. The 
average American graduate student, I believe, has not that requisite 
knowledge of a wide range of fields. Perhaps such a book will stimulate 
him to break across the more or less rigid limits of his own field or 
fields as authoritatively prescribed by curricular authorities. Should 
that prove true, the book is already justified. 

Even so, however, I think there is a defect of judgment in the or- 
ganization of the material. Amid all the current talk and sentiment 
about border-line subjects and breaking down the boundaries between 
the traditionally recognized specific social sciences, we shall do well not 
to forget that these specific sciences will continue to exist, and that the 
graduate student, however broad a basis he may seek to build as the 
foundation of his intellectual structure, is headed toward becoming an 
economist, or an anthropologist, or a medieval historian,and not a social 
scientist in general. Moreover, however much cross-fertilization there 
may be between different social science fields, research will continue to 
be in specific fields; and I doubt whether the student of methodology, 
eager to appraise the methods of research likely to be most fruitful in 
his own field, will gain much that is definite from an examination of 
methods in vogue elsewhere. I doubt, for instance, whether the politi- 
cal scientists have much to show the economists, unless it be the 
dangers of attempting to study institutional situations quantitatively. 

I should much prefer to have had the analyses arranged by specific 
disciplines—economics, history, anthropology, etc. The student in a 
specific field would then have had the analyses of the contributions re- 
garded by the Committee as outstandingly representative of methods 
in that field brought together in suggestive correlation or contrast. 
Under the arrangement adopted, the student must turn to Appendix 
H to find a classification of analyses by disciplines. Turning to this, the 
student of economics, possibly expecting to find a list of analyses cover- 
ing the various recognized trends of method in that field, will be dis- 
appointed, for neither the editor nor the analysts themselves have any- 
where provided a clear-cut presentation and illustration of contrasting 
methods, say deductive-analytical and historical, objective price analy- 
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sis and real-cost-and-utility analysis, normative and institutional, and 
so on. Incidentally, it seems to me that the Committee was somewhat 
penurious in the number of analyses it allowed in the field of economics, 
and that some of the analyses classified in Appendix H are economic 
only by a stretch of the imagination. 

The Committee was obviously hard put to it to come to an agree- 
ment on classification of the analyses, and in the end adopted one 
horrendous in its abstract and almost metaphysical generality. Sec- 
tions I-I1I—delimitation of fields of inquiry, definition of objects of 
investigation, and establishment of units and scales—do very well, 
although the limit of only four analyses under the rubric “definition of 
objects of investigation” certainly falls far short of the number neces- 
sary to illustrate this essential process in each specific field. When we 
come to the ensuing sections, however—spacial distributions and tem- 
poral sequences, interpretations of change as a developmental stage, 
interpretations of temporal sequences with consideration of special 
types of ‘‘causation,”’ attempts to determine relations among measured 
but experimentally uncontrolled factors, and so on—one’s impression 
is that surely much thought hath made the Committee mad. No stu- 
dent is interested in such abstractions, cutting across a miscellaneous 
and variable collection of fields. Moreover, even though they mean 
something to the specialist in methodological inquiry, pragmatically 
they are likely to be meaningless to most, even highly trained, specific 
social scientists. 

The Introduction and the appendix on the history and organization 
of the case book, both by the editor, are both thoughtful and illu- 
minating. In the appendix he says, “it was essential that the meaning 
attached to the term [method] be sufficiently clear and consistent to 
permit the establishment of a plan of procedure.” Yet in the Introduc- 
tion he draws a perfectly valid distinction between method, in the 
general logical sense, and techniques. “If,” he says, “scientific method 
refers only to the nature and validity of the logical processes by means 
of which inferences are drawn from data, the methodologist is replaced 
by the logician” —to which a pertinent query might be, What of it? 
“On the other hand, if techniques be admitted within the scope of the 
definition, complete acquaintance by any single individual with the 
methods of social science becomes impossible’’—to which it may be 
answered that it would be sheer and ridiculous waste of time for any 
individual to attempt to become acquainted with all the techniques 
of all the social sciences. 
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In the end the editor gives up the attempt to define method, or at 
best states that from this point onward “that view of method which 
identifies it with the concepts and assumptions underlying scientific 
inquiry” will be stressed. This is certainly general enough to satisfy 
the most diverse points of view; but why not state flatly that the pur- 
pose of the book is to illustrate adherences to, and departures from, 
the scientific attitude, and let it go at that? 

Space does not permit comment on specific contributions. Without 
risking a nominal invidiousness, let it suffice to say that some of them 
are exceedingly and suggestively well done, while others are little more 
than book reviews. 

My present conclusion, after a careful reading of the editor’s Intro- 
duction, the history of the project, and a large number of the analyses, 
is that the editor, the Committee, and the contributors have performed 
an impossible task as well as could have been expected—in fact, much 
better than should have been hoped. Without being among those ~ 
who deem interest in methodology a sign of decadence in any science, 
I still have doubts, however, whether the time and energy devoted to ‘ 
this project could not have been spent to better advantage in other 
directions. 


} 


A. B. WoLFEe 


Onto StaTE UNIVERSITY 





THE INTERRELATION BETWEEN CAPITAL 
PRODUCTION AND CONSUMER-TAKING 


I, STATEMENT OF PROBLEM 


T ONE of our informal meetings at the Campus Club of the Uni- 
A versity of Minnesota in the spring term of 1931, Professor Alvin 
H. Hansen and I happened to engage in a discussion regarding 
the nature of the interrelation between capital production and con- 
sumer-taking.' Hansen took the position that, if we are in a phase of 
the business cycle where both capital production and consumer-taking 
are rising, then capital production must start declining as soon as the 
rate of increase of consumer-taking slackens. This being so, Professor 
Hansen argued further, the mere fact that the primary factors of pro- 
duction are limited must necessarily lead to a situation where capital 
production actually declines. In fact, if the primary factors of produc- 
tion are limited, the production of consumer goods (which we here may 
assume is the same as consumer-taking) cannot go on increasing to 
infinity. Therefore, the rate of increase of consumer-taking must sooner 
or later slacken; and, as soon as this happens, the production of capital 
goods must, as already mentioned, decline absolutely. In this way, 
Professor Hansen claimed, it should be possible to explain the turning- 
point of the business cycle. This argument was in conformity with the 
one he developed on page 113 in his book, Business Cycle Theory (1927). 
I took the position that this argument is fundamentally wrong. I 
claimed that, even under the most simplified assumption, i is wrong to 
say that capital production must decline because the rate of increase in 
consumer-taking slackens. And it is, therefore, not true that the limited 
amount available of the primary factors must necessarily entail a situa- 
tion where capital production actually declines. After some discussion, 
Professor Hansen agreed entirely with my argument, and he also 
pointed out to me that a number of other economists have made the 
same mistake, for instance, J. M. Clark? and Wesley C. Mitchell. 

"I use the term “consumer-taking” to express the amount of consumer goods 
which is actually taken by the consumer per unit of time. Confusion is liable to 
arise, I think, from using the word “consumer demand”’ in this connection. 

2 J. M. Clark, ‘“‘A Non-Monetary Cause of Fluctuation in Employment,” Eco- 
nomic Journal, September, 1914; also The Economics of Overhead Cost (Chicago, 
1923), PP- 389-94. 

3 Wesley C. Mitchell, “The Problem of Controlling Business Cycles,” The 
Stabilization of Business (edited by Lionel D. Edie; 1923), pp. 23-26. 
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Clark’s interest in the relation between capital production and con- 
sumer-taking seems to have been aroused through Mitchell’s first 
statistical cycle-studies. Mitchell points out that the peak in consumer- 
taking follows after the peak in capital production and that it must, 
therefore, be in production rather than in consumption that we must 
seek for the key to the turning-point in general business. Clark points 
out that the time sequence in question does not prove that consumer- 
taking is a secondary phenomenon and capital production a primary 
phenomenon in the business cycle. In fact, the rate of increase in con- 
sumer-taking exerts an important influence on capital production, and 
this rate of increase is a time series that precedes the series of consumer- 
taking itself by about a quarter of a period. Consumer-taking is, there- 
fore, just as much a primary phenomenon as capital production. So 
far, Clark’s argument is perfectly sound, I believe. His attempt to ex- 
plain further the exact nature of the mechanism by which consumer- 
taking and capital production are interrelated, however, is wrong, so 
far as I can see. In his later paper, Mitchell accepted Clark’s point of 
view, and put up as the main thesis just that point in Clark’s analysis 
which is wrong. 

In view of this situation, I have believed it worth while to write 
up a short explanation of my line of argument. If this analysis has any 
value at all, it is, to a large extent, due to the stimulating effect of the 
discussion with Professor Hansen. 


2. THE RELATION BETWEEN CAPITAL PRODUCTION AND CONSUMER- 
TAKING REDUCED TO ITS LOWEST TERMS 

Let z be consumer-taking per unit of time, w capital production per 
unit of time, and W the capital stock that exists at any moment of 
time. All the three magnitudes z, w, and W are, of course, functions of 
time. In practice they would be represented by time series. 

Let us, for simplicity, make the following two assumptions: 

A. Consumer-taking z is the same as the production of the con- 
sumer good, and this again is at any time proportional to the existing 
capital stock W. In other words, we have 

W=kz, (1) 
where & is a constant independent of time. 

B. The depreciation per unit of time w, that is to say, the capital 
production that is needed for replacement purposes, is proportional to 
the existing capital stock. In other words, we have 


u=hW , (2) 


where h is a constant independent of time. 
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Now, the rate of change with respect to time of the capital stock is 


equal to ; 
W=w-u. (3) 


By virtue of (1) we have, however, 
W=ki, (4) 


where 2 is the rate of change of consumer-taking. 
Inserting this into (3), and expressing # in terms of z by (2) and (1), 


we get 
kz=w—hkz. 


So that we finally have 
w=k(hz+2) . (s) 


The rate of change with respect to time of capital production is thus 


equal to 
w= k(hi+z2) . (6) 


Formula (5) indicates the two parts of which total capital produc- 
tion is made up. In the first place we have the part khz that represents 
capital production for replacement purposes. This part is (under our 
simplified assumption) proportional to the size of consumer-taking. In 
the second place, we have the part kz representing capital production 
for expansion purposes. This part is (under the present simplified as- 
sumption) proportional to the rate of change of consumer-taking. 

Thus there are two forces that act upon total capital production. 
If consumer-taking is increasing, but at a constantly decreasing rate, 
the first of these two forces tends to increase, and the second tends to 
slow down capital production. Which one of the two forces shall have 
the upper hand depends on the manner in which the increase in con- 
sumer-taking slows down, and it depends also on the rate of deprecia- 
tion. If the rate of depreciation is very small, the second force repre- 
sents always the most important influence. In the limiting case where 
there is no depreciation at all, the second force (the rate of change of 
consumer-taking) is the dominating one, and, even if the rate of de- 
preciation is not very small, there may be certain points of time where 
the second force is dominating, namely, those points of time where 
the change in consumer-taking is very slow. If the rate of depreciation 
is very high, the first force (the size of consumer-taking) is nearly 
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always the dominating one. The necessary and sufficient condition that 
capital production shall be increasing (decreasing) at a given moment 
of time is, by (6), that the acceleration (the rate of change of the rate of 
change) of consumer-taking z, plus the product of the depreciation rate 
and the rate of change of consumer-taking, shall be positive (negative). 

From the fact that we are in a situation where consumer-taking is 
increasing, but at a decreasing rate, there does not follow anything 
about the further development of the system. The system is, so far, 
quite indeterminate. In the reduced form (5) of the relationship, we 
have two variables but only one equation. It would be attempting the 
logically impossible if, from the conditions here considered, we should 
try to demonstrate that the system must after a while turn into depres- 
sion. Such a demonstration is impossible even if we add the further 
condition that the ultimate productive resources of society are limited 
and that, therefore, there is a certain level beyond which the capital 
production cannot go. In fact, even if this is the case, and if we are in a 
situation where consumer-taking is increasing but at a decreasing rate, 
there are still many possibilities, for instance, the following: 

I. Total capital production may immediately become constant, and 
consumer-taking continue to increase, however, at a constantly de- 
creasing rate, and in such a way that consumer-taking approaches 
asymptotically to a certain level. 

II, Total capital production may continue to increase and ap- 
proach asymptotically to a certain level, and consumer-taking evolve 
as in the case of I above. 

III. Consumer-taking may evolve as in the foregoing cases while 
total capital production approaches in dampened cycles to a stationary 
level. 

In Table I below, I have given numerical examples illustrating the 
cases I and II. As figures for the first years I have taken those used by 
Professor Hansen.‘ Professor Hansen assumes, as I have done here, 
that consumer-taking is proportional to the capital stock and that de- 
preciation is proportional to capital stock. More precisely expressed, 
he starts with an index number of consumer-taking equal to z,= 100 in 
the year #=1. In order to produce this amount of consumer good, he 
assumes that 100,000 looms are needed. If, in the second year, con- 
sumer-taking is increased to 110, there will be needed 10,000 looms for 
expansion purposes and 10,000 looms for replacement purposes, on the 
assumption that the depreciation each year is 10 per cent of the capital 


4 Alvin H. Hansen, Business Cycle Theory, p. 113. 
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stock at the end of the preceding year. Total capital production the 
second year will, consequently, be 20,000 looms. From here on, I use 
my own figures. If consumer-taking in the third year is 119, there will 
be needed 9,000 looms for expansion and 11,000 looms for replacement, 
so that the total capital production still is 20,000. The rest of the 
figures in case I of the table are now self-explanatory. Although capital 
production is maintained unchanged, consumer-taking is increasing all 


TABLE I 
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the time and approaches the asymptotic level 200. This asymptotic 


level is determined as 


100+ 10(1+0.9+0.97+ ...)= 100+} =~ = 200 . 


Total capital stock is also increasing toward an asymptotic level. In 
case II of the table the increase in consumer-taking is selected in such 
a manner that also capital production partakes in the evolution toward 
the stationary situation. The stationary level in consumer-taking is 
here equal to 


100+ 10(1+0.95+0.957+ ...)= root 5 = 300 , 
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A great number of other examples could be given. The only condi- 
tion that must be fulfilled in order that we shall have a monotonic evo- 
lution toward a stationary level similar to the one exemplified in 


Table I is that 
(x a h)iv. = FP = S11 


and that the series z,+-2,+ ... is convergent. Otherwise, the numbers 
%, may be selected quite arbitrarily. 

It is thus evident that the mere fact that there is a decline in the 
rate of increase in consumer-taking does by no means entail a decline in 
capital production. The whole situation depends on the manner in 
which the rate of increase declines. And it is, of course, perfectly pos- 
sible to indicate such a time-shape of consumer-taking that will actual- 
ly bring capital production to turn downward. By assuming a given 
time-shape of consumer-taking we can even by (5) deduce exactly the 
corresponding time-shape of capital production—but we cannot deduce 
both time-shapes from the single condition (5). We may, for instance, 
take for granted that consumer-taking will evolve in cycles, and then 
deduce the corresponding time-shape of capital production. This time- 
shape will then also turn out to be cyclical. And if we assume a fair 
degree of regularity in the cycles in consumer-taking, the cycles in 
capital production will also be fairly regular. It is even possible to 
indicate by how much one of the curves will lag behind the other. One 
interesting question in this connection is, for instance, this: Will the 
turning-points in capital production come much later than the points 
of fastest increase (or decrease) in consumer-taking? That will depend 
on the depreciation rate. And it will also depend on the length of the 
cycle. The nature of this dependency is the following: 

Instead of expressing the depreciation rate per year, we shall express 
it per the length of time included in a cycle. If 4 is the depreciation 
rate per year, and # is the length of the cycle, then the depreciation 
rate per cycle will be equal to 


H=ph. (7) 


The depreciation rate H we may perhaps call the normalized depre- 
ciation rate. Furthermore, the time interval by which the turning- 
points in capital production lag behind the points of fastest change in 
consumer-taking we shall measure as a fraction c of the length of the 
cycle. The lag measured in absolute units will consequently be cp. The 
number c we may call the /ag fraction. 





652 RAGNAR FRISCH 


The interesting thing is that if the cycles are fairly regular, the 
lag here considered will always be less than a quarter of a period. And 
the magnitude of the lag fraction will depend only on the normalized de- 
preciation rate. For small depreciation rates (i.e., H not larger than 
about unity), we have approximately 


H 
c= ox? . (8) 
A more correct formula, holding good also for larger magnitudes 


of H, is 


(9) 


Table II gives an expression of how ¢ changes with H. It is remark- 
able that for depreciation rates of the order of magnitude which we would 
expect to find in most actual cases the lag is a very small one, only amount- 
ing to a small percentage of the cycle length. It should, of course, be 
remembered that this result is obtained by assuming that consumer- 
taking evolves in cycles, 


TABLE II 


Fraction of the Cycle length 


of 
by Which the Turning- 
Depreciation Rate Counted points in Capital Produc- 
per Cycle Length tion Lags behind the Point 
of Fastest Change in Con- 


It would not be difficult to make the present analysis more realistic 
by taking account of the fact that capital production takes time. In 
Aftalion’s manner we could distinguish between capital goods ordered 
and capital goods delivered. Furthermore, we could consider the de- 
preciation rate and the ratio between consumer-taking and capital 
stock as changing with time. But all this would not materially alter 
that feature of the relationship in which we have here been interested. 
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3. THE MISTAKE IN CLARK’S, MITCHELL’S, AND 
HANSEN’S ANALYSES 

It is now easy to pin down exactly in what the mistake in Clark’s, 
Mitchell’s, and Hansen’s analyses consists. Let us take Clark’s argu- 
ment first. 

First of all, we notice that Clark’s argument is essentially based on 
the same two assumptions that I adopted in Section 2, namely, that 
consumer-taking is proportional to the existing capital stock and that 
depreciation is also proportional to the existing capital stock (see, in 
particular, pages 391-92 in The Economics of Overhead Costs). Basing 
his argument on these assumptions, Clark maintains that capital pro- 
duction must necessarily decline as soon as the rate of increase in con- 
sumer-taking slackens: “The makers of capital equipment are bound, 
in the nature of the case, to suffer an absolute decline in the demand 
for their products... . whenever ultimate demand slackens its rate 
of growth.’’s This is not correct, and apparently the error is that Clark 
overlooks the fact that the amount of capital production at any given 
point of time depends on two things: capital production for expansion 
purposes and capital production for replacement purposes. It is true 
that at certain points in the discussion he makes some allusion to the 
difference between these two things; but when it comes to a discussion 
of the consequences which can be drawn from the nature of the rela- 
tionship between capital production and consumer-taking, he argues 
definitely as if total capital production should consist only of capital 
production for expansion purposes. As soon as we take into account 
both forces that act on capital production, and, particularly, when we 
look upon the matter in the light of the réle played by the depreciation 
rate as explained in Section 2, it becomes clear that we cannot make 
any such statement as the one quoted above. 

It seems to me that the mistake on this point is of a rather vital sort. 
Of course, if Clark’s object had been merely to point out the fact that 
there exists a certain mechanism connecting consumer-taking and capi- 
tal production, the correction here discussed may perhaps be looked 
upon as a minor one. But Clark’s object is much more than this. It is 
obvious from his whole discussion that he wants to do something more 
than just draw attention to the existence of a mechanism connecting 
consumer-taking and capital production. He also wants to deduce a 
certain consequence from the particular nature of this mechanism, name- 
ly, the consequence that the limited amount of the primary factors of 


5 Op. cit., p. 390. 
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production (or any other cause that prevents consumer-taking from 
increasing to infinity) must lead necessarily to a situation where capi- 
tal production declines absolutely. Indeed, it is this consequence of the 
mechanism connecting consumer-taking and capital production which 
obviously is his main thesis (see page 392). And this consequence can 
only be deduced from Clark’s incorrect description of the mechanism. 
It does not follow from the nature of the mechanism when this nature 
is correctly stated. 

It is very characteristic of the whole situation that it was just on 
this incorrect part of Clark’s analysis that Hansen based his argument 
in our discussion at the Campus Club meeting. In Business Cycle 
Theory, page 113, he formulates the same idea in the proposition that 
“as soon as the rate of increase in consumer demand begins to decline, 
an absolute decline in the demand for fixed capital ensues.”’ 

No less significant is it that Mitchell, when he took up Clark’s point 
of view, put the same erroneous proposition in the foreground. Mitchell 
says: “But their business [i.e., the business of the equipment trades] 
falls off again . . . . provided the increase in the physical quantity of 
product slackens before it stops.’”® As will be seen from the numerical 
examples in Table I, it is by no means necessary that capital produc- 
tion must decline because the rate of increase in production slackens. 

Both Hansen and Mitchell use numerical examples to support their 
thesis; and as they stand, these examples may seem convincing, but in 
reality they do not prove what they were intended to prove. They only 
show that, on the simplified assumption adopted, the rate of increase 
in consumer-taking may slacken in such a particular manner that a 
decrease in capital production follows. The numerical figures in their 
examples happened to turn out that way. But the examples do by no 
means show that a decrease in capital production must necessarily 


follow. 
RAGNAR FRISCH 


Osto, Norway 


6 Op. cil., p. 25. 





KARL BUCHER: AN ISOLATED ECONOMIST 


ARL BUCHER belongs to the old guard of German econo- 

mists; he was a personal friend of Albert Schiffle, whose 

Abriss der Soziologie he edited after the latter’s death. He was 

for many years editor of the Zeitschrift fiir die gesamte Staatswissen- 

schaft, founded in 1844, and also edited for about forty years by 
Albert Schiffle. 

But Biicher did not belong to any particular school of economics, 
and he himself did not leave a school; though he influenced all currents, 
and had pupils from all corners of the world. In the pre-war years, the 
“Vereinigte Staatswissenschaftliche Seminare”’ (the official name of the 
seminar which he led) was a council of the modern League of Nations 
on a small scale, with a strangely large representation from the 
Balkans and Asia. 

Biicher worked with special interest in fields along the frontier of 
economic science. He not only combined his economic methods of in- 
vestigation with history, but often with philology, as in the brilliant 
essay Zur griechischen Wirtschaftsgeschichte; with the arts, especially 
music and the dance, as in Arbeit und Rhythmus—where his eminent 
talent of observation found a broad field; with ethnography, as in the 
famous Entstehung der V olkswirtschaft—where he made a concrete in- 
vestigation of the economy of the primitive peoples. This last work re- 
mains classical, and is a masterpiece of economic thought in all its 
facets, as well as of the study of the origin of economics, and of the 
beginning of communications. 

The same qualities are to be found in his early studies in the statis- 
tical-historical field (especially Die Bevilkerung von Frankfurt a/M in 
14. und 15. Jahrhundert [1886]), where he presented a theory of the 
early accumulation of capital. This theory was attacked but not de- 
stroyed by Werner Sombart; it established Biicher’s qualifications 
as a representative of the German historical school. In an entirely 
different field—in his clear, acute, and perfect polemical pamphlets on 
book publishing and journalism (inspired by his connection in his 
youth with the Frankfurter Zeitung)—he was always an economist in 
the grand style. He painted with fondness the details of his pictures, 
but never forgot that while history speaks of individual events | 
theory seeks the typical for generalizations. 
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Biicher delivered his Gesetz der Massenproduktion to his students 
several years prior to its publication, and used in it once more his 
favorite example from the publishing business. This work contributes 
more to an understanding of modern economy than many volumes 
dedicated in late years to the same problem. 

The zenith of his fame is certainly marked by his theory of economic 
evolution, the so-called “‘Biicher’s stages,”’ which he constructed on the 

_length of the way from production to consumption, the famous scheme 
of natural, city, and national economy. The argument concerning this 
scheme was passionate. The historian, Eduard Meyer, was one of the 
most acute and violent leaders of the offensive; he was followed by 
von Below and Kurt Breysig; the sociologist, F. Ténnies; the father of 
the new historical economics, Gustav Schmoller in person, Bernhard 
Harms, Werner Sombart, and many others from the younger genera- 
tion, participated in the controversy. Questions of priority were agi- 
tated, and the exchanges between Biicher and his opponents were not 
always irreproachable in tone. The scheme of Biicher became, in spite 
of all, a substantial part of economic history, tacitly adopted even by 
the opposition. 

Looking back today, we must recognize that this fight was chiefly 
verbal. Biicher himself emphasized continually that his scheme did 
not correspond chronologically to the usual division of human history 
into three ages. He regarded the stages merely as ideal types in the 
sense of Max Weber, as a methodological apparatus. It isalsoclear that 
Biicher did not “invent” or “discover” the scheme, for the principle of 
his stages can be found even in the writings of Bruno Hildebrand; 
Rodbertus first gave the description of the natural stage (olkos’ 

| economy), and Gustav von Schiénberg of the city stage; but Biicher 

incorporated economic evolution into a system, at once scientific, clear, 
and fascinating. In the subsequent elaboration of his scheme he arrived 
at the conception of an evolutionary transition to a new socialistic 

stage (Sozialisierung, 1919). 

Biicher’s main powers lay not in the monograph, nor the typical 
German Handbuch—he never wrote even a textbook. He was a master 
of the economic essay, which he cultivated with immense scientific 
investigation, diligence, and sagacity. He never showed to the reader 
(as Sombart does) his laboratory; he delivered only the ready fruit of 
his labor. Footnotes and quotations are always few in his writings. 
While his essay form is not typical of Germany, his simple, reserved, 
clear, even, and enchanting style recalls the best English essayists. 
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Biicher was reserved not only in his style, but also in his life, in his 
relations with colleagues and students, spiritually as externally but- 
toned up behind his long coat and covered with his broad hat. But he 
had no fear of polemics; his acuteness in many actual problems (es- 
pecially in the case of the freedom of the press and the defense of the 
independence of academic economic science against the influence of 
industrial groups) showed that he possessed great civic courage. His 
criticisms were always severe, as one may note in a mere perusal of his 
book reviews in the Zeitschrift fiir die gesamte Staatswissenschaft. 

The real Biicher revealed himself in his favorite course on forest 
economy, when he sometimes made excursions with the students 
through the university forest. But usually he was more than reserved, 
he was isolated. “An isolated thinker” is perhaps the best description 
of him. His self-insulated mind was one of the first to understand 
modern exchange economy, and to explore the wonders of the evolution 
of human beings from a savage state to modern civilization. 

It is well to repeat here the words dedicated by Biicher himself to 
his friend Albert Schiffle: “his influence in many relations is not so 
small as he himself was sometimes prone to believe in his own sense of 
isolation.” 


J. F. NorMANO 
CAMBRIDGE, MASSACHUSETTS 





A FURTHER NOTE ON AVERAGE 
ELASTICITY OF DEMAND 


N A former article, dealing with the measurement of the average 
elasticity of any given arc of a demand curve,' the statement was 
made that an “underweighted” average is indeterminate. This 

statement is subject to qualification. The “unweighted” average elas- 
ticity of an infinite number of points on an arc is determinate, if the 
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points are assumed to be distributed along the arc in a given manner. For 
example, if, as in Figure 1, a series of » points, P., P:,...., Pa, 
be taken with equal increments in y along the arc P,P, of a given 
demand curve DD’, then as m approaches infinity, the equally weighted 
arithmetic mean elasticity of these points approaches a definite limit. 
In terms of small finite differences, the average elasticity under con- 
sideration may be roughly expressed as follows: 


_Yo* AX Wt AX Yn * Ata 
e+ Ayo %1 + Ay: Sn—1 > AYn—t 
-- ‘ 


E= 





t A. J. Nichol, “Measures of Average Elasticity of Demand,” Journal of Political 
Economy, April, 1931, pp. 249-55. 
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Since all the y-increments are equal, this may be rewritten: 


_Yo* AX _ ds - Ax, _ Peer _ Ya-1 ¢ AXn-1 
Xo xX Sone 


_ m+ Ay 





For n + Ay, Yo— an may be substituted. Then, as # approaches infinity, 


a ’ 
{ Y dx 
z, * 


Formula I, E= 
Yo Vn 
In similar manner, if the points, P., P:,...., Pa-z, are equally 
spaced with respect to the X-axis instead of the Y-axis, the arithmetic 
mean of elasticity may be formulated as follows: 


f Ze dx 
Formula II, p= Ss. 
iq — Xe 


This measure of elasticity, however, will not necessarily give the same 
results as the measure first derived. 

Any series of points along an arc, moreover, may be distributed regu- 
larly along the arc in any one of numerous other ways. They may be 


spaced with equal relative increments in y, (*2). In this case, when the 


points are infinite in number,’ 


Formula II, fa %—S% 
log yo—log yn 


The spacing may be at regular intervals along the arc itself. Then, 


SONG) +) 


PP. 





Formula IV, E= 


* This formula, except in its sign, coincides with the measure of arc elasticity 
suggested in Henry Schultz, Statistical Laws of Demand and Supply (1928), p. 12. 
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Again, if P., P:,...., Pra, are spaced in such a manner that the 
rectangles x- Ay (as shaded in Fig. 2) are equal in area, 


te 
f y dx 


Formula V, eS . 
f x dy 
ye 


Still other methods of spacing are possible. Each of them will result in 
a different “unweighted” arithmetic mean of elasticity. 
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An “unweighted” geometric mean of elasticity is also capable of de- 
termination if the points on the arc are assumed to be spaced in a par- 
ticular manner. If the y-increments are equal (as in Fig. 1), then 


w~In d 
Femi, ‘f= \n(-22)”. 
x dy 


¥ 
"heel ~2 = 
{, os x 5) | 
Yo Yn 
Other methods of spacing will yield other geometric means. 


Suppose, however, that the points, P., P:,...., Pn-z, constitute 
any random series of points along the arc. Then, unless, as suggested 


log E=: 
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in the previous article, a system of weighting is introduced, the average 
elasticity of an increasing number of such points is indeterminate. At 
the same time, it is interesting to note that various systems of weight- 
ing give the same results, respectively, as various systems of spacing. 
Suppose the elasticity of each point is weighted by Ay. Roughly ex- 
pressed, 
Vo * AX, y+ Ax, 
“im dy Oe, By, 
Avot Ayr + — +Ayn- 


_Yo* Ato Yee At | _ act * Ata 
Xo x1 Xn-1 
Yo Yn 


Then, as the number of points approaches infinity, 
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Yo Vn 


This is the same as the formula developed on the assumption of equal 
y-increments. In similar manner, all the other formulas referred to in 
this Note may be made applicable to any random series of points, viz.: 





E= 





Formula I, E= 


Weighting 


The upshot of the whole matter, then, is that the average elasticity 
of an infinite number of points on any arc of a demand curve is inde- 
terminate, unless (1) the points are assumed to be regularly spaced in 
one fashion or another, or unless (2) the elasticity of each point is given 
some particular infinitesimal weight. Weighting is a more generalized 
mathematical procedure. Spacing is a more natural and perhaps more 
easily comprehensible method of approach. 


A. J. NIcHOL 


DuKke UNIVERSITY 





BOOK REVIEWS 


The Interstate Commerce Commission: A Study in Administrative 
Law and Procedure. Part I. By I. L. SHARFMAN. New York: 
Commonwealth Fund, 1931. Pp. xvi+317. $3.50. 


This is the first volume of a series of four to appear under the super- 
vision of the Legal Research Committee of the Commonwealth Fund. 
This committee, which has been concerned for a decade in promoting 
research in administrative law and in encouraging studies that would 
disclose the manner in which specific agencies are performing their 
tasks in our governmental organization, has heretofore published two 
studies. One of these, of particular interest to economists, is that of 
the Federal Trade Commission by Gerard C. Henderson. Continuing 
its plan, it has undertaken a much more ambitious project, the results 
of which are now beginning to appear. It is a history of the regulative 
activity and administrative procedure of the Interstate Commerce 
Commission—the first important administrative agency to become a 
part of our federal machinery—which embraces, in its development, 
four decades and a half of profound and revolutionary changes in the 
organization and working of our transportation system. 

Professor Sharfman, with a corps of assistants, has been engaged 
for the past five years upon the preparation of this study. This has 
involved not alone the organization and analysis of a vast mass of 
material that has accumulated during the life of the Commission, but 
also the observation of the actual working of the administrative 
mechanism from both within and without the Commission itself. The 
volume under review deals with the legislative basis of the commission’s 
authority, and is to be followed in due season by three additional 
volumes. Part II is to treat of the scope of the Commission’s jurisdic- 
tion—the control over carriers other than railroads, the regulation of 
intrastate commerce, and the development of administrative discre- 
tion. Part III is to survey the entire range of the Commission’s ac- 
tivities including problems of valuation, organization, finance, and 
rates. Part IV will consider the Commission’s internal organization 
and procedure and will submit conclusions as to the significance of the 
Commission as an active regulating body. It is a project distinctly 
worth while and the time is ripe for its handling. The Transportation 
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Act of 1920 brought to a close the period of experimentation with 
government regulation, and gave to the Commission the additional 
authority necessary to round out its powers and make of it a genuinely 
effective arm of the national government. This law for the first time 
held the Commission responsible for the provision of an effective 
national transportation system, and conferred upon it authority of 
such potency that the officers of individual railways could hardly be 
blamed for wondering whether any initiative had been left them except 
to provide the necessary capital. The story of the slow growth of the 
Commission to its present status is a fascinating one; and it is fortunate 
that its recording has fallen into such competent hands. 

The volume before us gives ample promise of an exhaustive and 
authoritative survey to which students of this phase of administrative 
law may well turn hereafter for definitive opinions and judgments. 
The analysis of the Commission’s progress from a weak and almost 
helpless body to its position as the most powerful administrative 
agency in our system of government is a masterly one. Not only does 
it trace the statutory changes in the Commission’s powers and their 
interpretation by the Commission and the courts, but, of far greater 
significance, it measures the influence of the Commission itself upon 
changes in the fundamental law of its being. With no experience to 
guide its course, Congress created the Commission and gave it such 
powers as political exigencies and compromises permitted. The result 
was a body without effective regulating authority, buffeted by the 
courts and declared impotent when it attempted to enforce its sup- 
posed powers. It was during this period, from 1887 to 1906 especially, 
that the Commission was performing some of its most valuable service 
in the interest of future control, for it was analyzing in its reports the 
causes of its ineffectiveness, centering public attention upon its un- 
avoidable shortcomings, and providing invaluable experience and in- 
formation upon which Congress could rear a more effective and perma- 
nent structure. Professor Sharfman’s comment upon this period of the 
Commission’s life is thoroughly sound, when he says: “The large in- 
fluence toward the establishment of effective control exerted by the 
Commission during this period of struggle between the government 
and the railroads may well be counted among its most significant 
public services.” 

It is unnecessary to follow the author’s treatment in detail. It is a 
familiar story to those who are acquainted with Professor Sharfman’s 
American Railroad Problem; and, in general, the positions taken are in 
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agreement with those of most transportation economists. Its merit lies 
not in its originality, but rather in its insight into the heart of the prob- 
lem, its analysis of the various issues at different stages of develop- 
ment, its exposition of the manner in which the structure of regulation 
has gradually grown to its present proportions, the sanity of its han- 
dling of controverted questions, and the soundness of its conclusions. 
Elaborately documented, it becomes the authority on this phase of 
the Commission’s history. Succeeding volumes will be looked forward 


0 wi icipation. 
to with great anticipat FRANK HaicH Drxon 


PRINCETON UNIVERSITY 


Volkswirtschaftliche Theorie des Bankkredits. By L. ALBERT 
Haun. Dritte Auflage mit 11 Abbildungen. Tiibingen: J. C. 
B. Mohr (Paul Sieback), 1930. Pp. xix+156. M. 9. 


Dr. Hahn’s Economic Theory of Bank Credit was first published in 
1920. As then issued, it undertook to set forth the ideas underlying the 
use and management of bank assets, and to analyze the relative func- 
tions of bank credit. It met with strong opposition and a great deal of 
criticism. Nevertheless, it has steadily held its own position during the 
general discussion of credit and prices for which Germany, during the 
past decade, has unhappily provided so active a series of laboratory 
experiments. Although critics have not come to admit, in all cases, 
their indebtedness to Dr. Hahn, it nevertheless remains true that his 
views have made a very considerable impress upon the thought of his 
contemporaries, and that they have, also, been more and more widely 
valued abroad by foreign readers. 

However, the author would probably be the last to assert that he 
had not himself undergone changes of view in the course of the active 
controversial discussion in which he has shared. He has, in fact, altered 
his notions at some fundamental points; and today he emerges much 
less of a controversialist and much more of an exponent of sound and 
widely accepted doctrines than he was when he went into the debate. 
Experience and discussion, like conscience, tend to make cowards of us 
all in the poetic sense, since they make us hesitate longer in giving un- 
questioning adherence to views which we once advocated with few or 
no reservations. And yet Dr. Hahn’s volume remains an unusually 
courageous, outspoken setting-forth of the theory of credit, with little 
of the unattractive effort, so common nowadays, to ride horses going 
in several directions at once. There is in his book no evasive use of 
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words and phrases which provide a backdoor through which the writer 
may slip in case of necessity. Dr. Hahn himself in his introduction to 
this third edition plainly calls attention to sundry of the changes he has 
made, and to the fact that they do not always exactly fit with one 
another or with the other portions of the text as written. 

As the book now stands, the Economic Theory of Bank Credit seeks 
to repeat, in modified form, the original theses of the author, and to 
systematize the laws or principles which govern the expansion of credit, 
as well as to exhibit the influence which any credit extension has upon 
the general level of goods prices. Dr. Hahn also carries the discussion 
into the field of capital development, besides applying his notions to 
wages and other elements of the current economic relationship between 
capital and labor. New matter is added in this edition with reference 
to the question of economic crises and depressions and the relation of 
credit thereto. 

As thus reconstructed, Dr. Hahn’s book presents a view of credit 
which has the special merit of not belonging to any particular school. 
It is an eclectic treatment which, on the whole, tends to overemphasize 
the réle of credit, and to make it not only the center or nucleus around 
which, as another has said, all economic science clusters, but even the 
guiding influence in the motivation of all economic activity. It leans 
to an inflationist philosophy which would be more evident, and more 
open to possibilities of danger, were it not carefully corrected and con- 
trolled by a thorough knowledge of human nature as well as of the un- 
derlying principles of economics. Space does not permit more than a 
bare glance at the actual doctrines of Dr. Hahn. He first makes careful 
analysis of the supply of, and demand for, money, and converts the 
relationship into terms of credit. He then discriminates, on the whole 
along well-established lines, between inflationary and non-inflationary 
credit, then passes to a classification of banks followed by a study of the 
meaning of liquidity, both public and from the banking standpoint, 
follows this with a review of the relation between credit supply and the 
activity of commodity production, and finally surveys the influence of 
credit in economic crises. The whole is a well-rounded analysis. Dr. 
Hahn rejects most of the extreme proposals of current debate and dis- 
credits the extreme reforms or benefits alleged by “stabilizers’”’ to be 
probably gained through their favorite plan. Likewise, he is disposed 
to treat the whole problem of the interaction between credit and busi- 
ness as far more complex than has been suggested by most writers of 
the “English School.” His weakest point is perhaps found in his treat- 
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ment of stock exchange operations and the relation of bank credit 
thereto and, incidentally, to commodity prices. The volume is well 
worth the reading of American students of the subject, especially at 
the present juncture of events. 
H. PARKER WILLIs 
New York City 


Elastizitét der Nachfrage. By JAkoB Marscuak. Tiibingen: 

J. C. B. Mor, 1931. Pp. xix+144. M. 10.50. 

Marschak has attacked the problem of deriving demand curves and 
elasticity from the point of view of income rather than price data; of 
quantities consumed within a household rather than quantities sold in a 
market. Like Pigou, Marschak bases his research upon the material of 
family budgets. After an introductory section upon general equilibrium 
theory, a brief consideration of cost data and cost curves, as well as a 
short critical analysis of demand curves derived from market data, the 
book deals mainly with Marschak’s method of deriving demand 
curves. 

Quantity, in Marschak’s system, is a function of both price and 
income, or g={(E/P), where E= income and p=price. Usually g=/(p) 
is the form given to the equation of the demand curve, and income is 
disregarded or implicitly assumed constant. The equation becomes 
q=/(E£) by his use of budgetary data, since p=1, by assumption, at 
the time of the budgetary survey. This equation, expressing the rela- 
tionship between quantity and income, can be found by fitting a curve 
to the price-income pairs. This is the household curve. It may become 
the “single” market demand curve, under the assumption of “parallel 
movement”’ of prices, by simply reversing its inclination. 

The premise of a Parallelreaktion of prices is fundamental to Mar- 
schak’s method. He thereby assumes that all prices rise and fall to- 
gether, and that a change in income may be considered as an inverse 
price change or vice versa. This is true for infinitesimal price changes, 
but not for large finite differences, When a rise in income of 20 per cent 
occurs, a correction (the method of which Marschak works out) must 
be made before it can be considered equivalent to a 20 per cent fall in 
general prices. Usually the demand curve of a commodity has been 
assumed to express an isolierten Reaktion, i.e., the change in the quan- 
tity of that good related to a given change in the price of that good 
alone. The two are the same only if the commodity in question is a very 
small part of the budget, and the marginal utility of money may there- 
fore be supposed to remain constant. 
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Marschak's demand curve, therefore, is first an income curve, and 
his elasticity is an elasticity according to income rather than according 
to prices. The hypothesis of parallel price movement makes it possible 
to consider the demand curve as the spiegelbild or reflected image of the 
income curve, and its elasticity as equivalent to the elasticity of de- 
mand, with inverse sign. 

The final market demand curve is the sum of the single demand 
curves. If it can be assumed that all incomes are the same, or that each 
income class contains the same number, the effect of the distribution of 
income can be disregarded, and the single demand formula multiplied 
_by N, the number of households. Otherwise an interpolation formula 
showing the relation between the variation in numbers and income 
must be used. Marschak multiplies the single demand formula by ¢(£) 
the function of the income pyramid, and integrates the product be- 
tween the limits of the income classes included in the data. 

In fact, Marschak simplifies the problem by assuming elasticity 
constant along the demand curve, and independent of price. Like 
Leontief's, his demand curve is a straight line on a double logarithmic 
scale, his elasticity a constant. Both these assumptions are very du- 
bious. Marschak, however, appears to realize their limitations, and his 
theoretical analysis allows the use of more complicated hypotheses. 

The distinguishing characteristic of the book lies in its systematic 
theoretical treatment of ideas scattered through the works of Pigou, 
Vinci, Frisch, and others. He himself takes pains to show the close 
relation between his own work and that of these others in the excellent 
critical section which ends the book. His analysis of previous research 
upon price-quantity data is less satisfactory. It seems strange that in 
his criticism of Holbrook Working and Schultz he should emphasize 
only their derivation of supply curves. The clarity of the theoretical 
and mathematical sections is commendable. Without sacrificing any 
of its efficacy, the mathematics has been simplified to the point where 
it is comprehensible to those other than highly-trained mathematicians. 

Granted his premises the single demand curve seems logical. The 
assumptions concerning the income pyramid, involved in developing 
the final demand curve, are more questionable. The book is, however, 
a valuable contribution to demand analysis, especially since it comes 
at a time when many investigators are skeptical as to the further 


possibilities of market data. 
ELIZABETH W. GILBOY 


HARVARD UNIVERSITY 
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Secular Movements in Production and Prices. By Smon S. 
Kuznets. Boston: Houghton Mifflin Company, 1930. Pp. 
xxiv-+ 536. $3.50. 

This monograph merits the attention of economists, especially those 
who are students of business cycles or of economic history. It is the 
fruit of laborious research utilizing effectively both theory and statis- 
tical technique. If the reader is able to survive the heavy phrasing and 
the involved sentences he will be well rewarded for his patience. 

In the first part of the book the theoretical explanation of a dimin- 
ishing percentage rate of growth in individual industries is developed. 
Both the logistic and the Gompertz curves incorporate this character- 
istic; in the former, the relative rate of increase is proportional to the 
difference between the upper limit and the size already attained and, 
in the latter, to the difference between the logarithms of these magni- 
tudes. The fit of either one or the other of these curves to numerous 
production series in the United States and other countries is almost 
uniformly good. 

But the argument with which the process of statistical verification 
is introduced gives us pause. If ‘a curve of one and the same logical 
type, having an equation embodying certain general presuppositions, 
fits the data satisfactorily . . . . our assumptions are verified.” Actual- 
ly such assumptions are merely shown not to be inconsistent with the 
data; exclusive confirmation hinges on the demonstration that a good 
fit is impossible without these hypotheses. This the author recognizes 
implicitly in his conclusions. For he affirms with considerable confi- 
dence that the growth of individual industries proceeds at a diminish- 
ing percentage rate. This characteristic is obvious merely from in- 
spection of the charts; no curve which failed to embody it could possi- 
bly fit the data. But he is not willing to defend the logistic and Gom- 
pertz curves as laws of growth, since there are other curves which 
would also afford a good description of the trend of many of the series. 

The second major contribution in this monograph is the isolation 
and explanation of the secondary secular movements. These are de- 
partures from the broad primary trend with an average period of rise 
or fall of some ten to thirteen years and with a range, in the series in- 
vestigated, from three to thirty-five years. Apparently such fluctua- 
tions in production are most often attributable to, and show some 
tendency to lag behind, corresponding movements in the price of the 
commodity. For a number of reasons, however, this study of second- 
ary secular movements is the least adequate and definitive of the au- 
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thor’s accomplishments. The subjective element in smoothing the 
moving averages, the difficulties in distinguishing between major cycli- 
cal and secondary secular fluctuations, the rather uncertain character 
of the correlation between these movements in prices and production, 
the somewhat tentative nature of the explanation of these phenomena 
—all are considerations suggesting that here is a field for further in- 
vestigation and independent check by other students. 

In the last two chapters convincing statistical evidence supported 
by sound theory is brought forward to show that the amplitude of 
relative deviations from the primary trend is positively correlated 
with the percentage rate of increase of the trend. This generalization 
is found to apply to the secondary secular and cyclical fluctuations 
combined, and also to each separately. In passing, the reviewer must 
confess his inability to follow the argument in section (d), page 272. 

Helpful summaries are to be found scattered through the various 
chapters and in the concluding notes. 

THEODORE O, YNTEMA 
UNIVERSITY OF CHICAGO 


Die internationale Preisbildung. By EUGEN MELCHINGER. Tiibin- 
gen: J. C. B. Mohr (Paul Siebeck), 1929. Pp. vi+125. 


It is to be hoped that the merits of this interesting and provocative 
book will not be obscured by controversy growing out of its unfortu- 
nate concluding chapter, which is irrelevant to the main argument, is 
inconsistent with at least one of the chief points in that argument, and, 
in general, proceeds from an orientation which is completely at vari- 
ance with that which characterizes the rest of the book. 

The author begins with a critical account of the development of the 
theory of international values, as exemplified by the contributions of 
four outstanding figures in the field of international trade theory— 
Ricardo, John Stuart Mill, Edgeworth, and Cassel. Virtually all of 
the comments which the author makes in criticism of these writers 
have been made before. The same may be said of the comments which 
the author makes in a later chapter (pp. 93 ff.) on “The Problem of the 
Statistical Representation of the Foreign Exchanges,” despite his sug- 
gestion (Preface, p. iii) that the problems discussed in this chapter 
have “heretofore hardly been worked over.” There is hardly a page 
in either of these chapters, moreover, on which a critical reader would 
not be tempted to make a protesting notation. Yet the generally ad- 
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mirable temper of the author’s remarks—they would seem to err on 
the side of generosity as often as not—and the evidence which the au- 
thor gives of having studied at first hand the authors whom he criti- 
cizes justify a recommendation of these provocative chapters to all 
students of the subject as a means of testing their own position with 
respect to many of the points in the theory of international trade which 
have been subject to controversy in recent years. 

The author then passes from these criticisms on points of detail to 
two broad generalizations with regard to the present position of inter- 
national trade theory, the development of which, in these respects, is 
alleged (pp. 50 ff.) to have paralleled that of general economic theory. 
The first generalization is that considerations with respect to trade 
policy are no longer to be regarded as an integral part of the theory 
of international trade. The second is that “the modern theory of for- 
eign trade rejects the concept of value” as opposed, that is to say, to 
the concept of “price” (p. 50). It is this second generalization which 
the author uses as the starting-point for what he regards as his own 
theoretical contribution—viz., an attempt to indicate the general lines 
on which a theory of international economic relationships, regarded as 
a “theory of price,” must be constructed. Opinions with respect to the 
value of the author’s contributions on this head will differ, quite aside 
from the difficulties which will be raised by those who are not satisfied 
either with the general implications of Cassel’s distinction between a 
theory of “value’’ and one of “‘price,”’ or with the specific application 
of that distinction which the author makes to both the history and the 
present problems of international trade theory. To some, unsympa- 
thetic to the particular aspect of the German genius which is here 
represented, the author’s discussion of the “philosophic’”’ background 
of the problem (pp. 54 ff.) will seem superfluous; to others, his state- 
ment of the problem, as one involving a “‘system of relations of magni- 
tudes” which are “made concrete” (konkretisiert) in actual prices and 
exchange rates, will represent a needless concern with purely formal 
considerations, the actual explicative value of which, despite the au- 
thor’s valiant attempt (pp. 74 ff.) to apply them to a number of 
“separate problems” of international trade theory, will not be regarded 
as demonstrated. Yet this part of the author’s treatment, while it may 
be regarded by some as not particularly helpful, will hardly be de- 
nounced as being in any important respect unsound. 

Nor would there be serious objection, aside from certain points in 
the author’s interpretation of the implications inherent in the argu- 
ment of earlier writers, to his remarks on the relationship of interna- 
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tional trade theory to international trade policy, if his position were 
that which he seems to sponsor in most of his earlier discussion. This 
position would be merely that, “except in a purely formal way,” a 
theory of international trade cannot decide whether a given foreign- 
trade policy brings “harm”’ or “good” to the nation adopting it, since 
the concepts of “harm” or “good” are entirely relative to the aims 
which policy may set itself (p. 110), so that, in any ultimate sense, 
there can be no “scientific” basis for urging a policy of free trade, let 
us say, in place of a policy of protection. Then, however, comes the 
devastating final chapter, which is ominously entitled ‘The Scientific 
Justification of Foreign-Trade Policy.” It is difficult to believe that 
this chapter could have been written by the author of the rest of the 
book. For, miraculously, it is discovered, in this chapter, that it is 
possible to establish a “scientific” foundation for a given foreign-trade 
policy, provided the policy is not one of free trade. This “scientific 
foundation” is to be found in the concept of the “idea of the economic 
system” (Idee der Wirtschaft). ““The economic system is not the efflu- 
ence of a certain mode of viewing a problem, but is a witness of the 
presence of social ideas, which are brought to life in varying forms of 
expression” (p. 116). More concretely, the current “social idea’”’ is 
the “idea of a rational shaping of the whole process of life” (p. 122). 
The policy of free trade is not consistent with this particular “‘idea”’: 
therefore, @ bas free trade, and vive protection! 

In justice to himself, the author should have omitted completely 
from his book the farrago of pseudo-romantic and nationalist non- 
sense which is contained in this concluding chapter. It is nothing more 
nor less than a distillation of the worst parts of German work on the 
theory of foreign trade and economic policy generally, from the days 
of the more extreme historical school to those of the present-day 
“universalists,” and is very far beneath the level of intelligent discus- 
sion which is to be found in the earlier parts of the book. 

ARTHUR W. MARGET 
UNIVERSITY OF MINNESOTA 


Banking Concentration in the United States. A Critical Analysis. 
By JosepH Stacc LAWRENCE. New York: Bankers Publishing 
Co., 1930. Pp. xv+318. $5.00. 

The main thesis of Mr. Lawrence’s book is that the widely heralded 
advantages of branch banking have been much exaggerated. He takes 
up the arguments which have been advanced from time to time in 
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favor of branch banking, and decides that in only a few instances can 
it be shown that the independent or unit bank is inferior. He writes 
(p. 303): 

The brief as presented regularly and all too frequently is an unembellished 
statement of the case for branch banking as this writer heard it some years 
ago as an undergraduate student. Among the thaumaturgic qualities of such 
a banking structure we will have greater mobility of bank credit, more uni- 
form interest rates, better and more complete banking service extending to 
the most modest hamlet, more intelligent and enlightened management, etc. 
The tiresome tabulation has been repeated ad nauseam in the guise of acute 
banking analysis. 

It is commonly insisted that branch banking systems tend to bring 
about a higher degree of safety and a consequent lessening of bank 
failures. But the author submits considerable evidence, both from our 
own and from foreign experience, to show that this alleged superiority 
is largely illusory. He examines the development of branch banking in 
the United States before the Cival War with rather devastating results 
for those who contend that branch banking is inherently sound banking. 

Those who believe that branch banking will bring about an equaliza- 
tion of interest rates in all sections of the country should read chapters 
ix and x. The author shows that in western Canada, where many 
branches exist, the borrower still pays 8 or 10 per cent, and sometimes 
more, for his money. Possibly the American farmer is charged a higher 
interest rate than his Canadian neighbor, but the difference is explained 
by comparing the relative safety of the loans. Many students of bank- 
ing will probably feel that in his discussion of the Canadian system 
Mr. Lawrence minimizes its strong points and overemphasizes its 
weak ones. 

In order to make effective comparisons between banking on a large 
and small scale, Mr. Lawrence divides the banks of the country into 
four groups: large banks, medium-size banks, small country banks in 
states which have experienced few bank failures, and small country 
banks in distress areas. He then computes twelve ratios, such as, net 
profits to capital and surplus, salaries and wages to gross earnings, net 
losses to gross earnings, taxes to gross earnings, net profits to gross 
earnings, net expenses to gross earnings, loans and discounts to invest- 
ments, etc. These are all worked out in detail and tabulated. After 
studying the results, the author decides that, with the exception of 
several large New York banks, many small banks are relatively as 
profitable as large ones. In some cases expenses increase proportionate- 
ly as a bank grows in size. On the whole, it is concluded that there is 
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little to justify the assertion that large banks may secure striking econ- 
omies in operating expenses. In his treatment at this point the author 
does not seem to make a clear distinction between large unit banks and 
branch systems. 

In the opinion of Mr. Lawrence, not only are the alleged benefits of 
branch banking not susceptible of proof, but in certain respects branch 
banking is distinctly open to criticism. The “withering formalism” of 
mass banking, the impossibility of conducting adequate examinations 
where there are many branches, the lack of interest shown by the head- 
office management in local communities, the impersonality of proce- 
dure, are all serious deficiencies in most branch systems. Incidentally, 
the author maintains that the Federal Reserve System has little reason 
to fear that its influence and control may be weakened by the rise of 
large branch systems. 

With most of Mr. Lawrence’s conclusions the reviewer is in full 
agreement. It is true that many oft-repeated arguments in favor of 
branch banking are based on inconclusive evidence. But the author 
seems to be more anxious to establish a case against branch banking 
than to arrive at an impartial verdict. Furthermore, he would have 
left a better impression had he been more tolerant of the opinions of 
those who differ from him. He possesses a most unusual vocabulary; 
but to shoot a blunderbuss loaded with epithets at an opponent is not 
the most effective manner of disposing of him. It savors too much of 
the method of the juvenile debater. It was hardly necessary to repeat 
in this volume Mr. Lawrence’s well-known and ill-considered criticisms 
of the Federal Reserve Board. Neither was it necessary again to abuse 
the “political loudspeakers” and “atavistic representatives” from the 
“bucolic” areas of the South and West. For among these same“‘politi- 
cal Lochinvars” and “Senatorial Parsifals” are many of the ablest and 
most faithful guardians of the economic interests of the American 
people. Such diatribes detract from a book which contains much of 

































value. 
CHARLES S. TIPPETTS 
UNIVERSITY OF BUFFALO 







Japan’s Economic Position. By JoHN E. ORCHARD and DoroTHy 
JoHNSON ORCHARD. New York: McGraw-Hill Book Co., 1930. 
Pp. xv+504. $5.00. 


This book has a supplementary title: “The Progress of Industrializa- 
tion.” Thus, it does not pretend to cover the whole ground suggested 
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by its short title. The authors preface the work with a statement of 
their interest in writing it: 

Modern factories are supplanting the domestic workshops, and manufac- 
turing is beginning to gain ground at the expense of agriculture as an impor- 
tant occupation of the people. With the increasing dependence upon in- 
dustry, commerce is taking on a new significance. The Oriental countries 
are receiving attention as possible economic rivals of the West. It is with this 
transition as it is occurring in Japan and with the relation of the new eco- 
nomic developments to the environmental background and with some of their 
social and political implications that the present study is concerned [p. ix]. 


The materials of the study were obtained, in part, at first hand in 
1926-27 through observation at industrial centers in Japan and inter- 
views with persons intimately acquainted with the facts. Information 
thus obtained is supported principally by statistics of Japanese and 
other government departments and the League of Nations. While not 
questioning the adequacy of the sources used, the reviewer was sur- 
prised to find no reference to the Japan Chronicle, particularly to its 
weekly commercial supplement. 

The book is a mine of facts, amply illuminated with charts, tables, 
and illustrations, and so lucidly and flowingly written that it holds 
the reader’s interest. It begins by noting that “Japan has the ambition 
to become the England of Asia” (p. 2). But the authors clearly do not 
believe that she will attain her ambition (p. 182). Professor Orchard 
surveys first the development of the present industrial order, proceeds 
to a description of the several industrial areas, and then turns to an 
estimate of the actual industrial resources of the country. The scope 
of the research is broad, including not only the greater industries, such 
as silk reeling and cotton spinning, but a large number of less impor- 
tant manufactures. Four chapters on labor and two on foreign trade, 
contributed by Dorothy Johnson Orchard, and a concluding résumé 
complete the study. 

The book provides an antidote to the work of those occidental writ- 
ers who have tended to exaggerate the rapidity of Japan’s industrial 
change. While giving credit for progress—if we assume, what may need 
to be proved, that Westernization is progress—the authors show that 
Japan lacks certain of the equipment essential for industrialization, 
and that many of the processes used in industry are, from the point of 
view of Western standards, deficient or obsolete. The reader is met on 
many pages with such striking sentences as the following: “The labor 
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of the farmer’s wife and children in the painstaking care of the worms 
night and day and the inconvenience of turning over the home to their 
[the silk cocoons’) production are not included in the costs” (p. 128). 
In both Tokyo and Osaka “small establishments, scarcely more than 
family workshops . . . . employ most of the workers and probably turn 
out the major share of the manufactured product” (p. 157). “In the 
European or American sense, Japan is not an industrial nation” (p. 
182). “Though raw silk is almost the only raw material for manufac- 
ture produced in Japan, it has not served as the basis for a manufactur- 
ing industry of major importance” (p. 214). “There is constant and 
heavy labor turnover in all Japanese industries that prevents the de- 
velopment of any great body of skilled industrial workers” (p. 344). 
“Japanese factories are crowded with workers .... many are em- 
ployed for a task that might be performed readily by one”’ (p. 362). 
“Though there undoubtedly will be further development, Japan can- 
not hope to become a manufacturing nation of major importance” 
(p. 242). 

To the student of world-politics, the chapter on raw materials in 
Manchuria places the iron and coal resources of that region in their 
proper perspective, re-emphasizing what Bain and Tegengren have 
pointed out, viz., that Japan cannot rest her position as a great in- 
dustrial power upon Manchurian minerals. And the chapters on Ja- 
pan’s search for these elements of an industrial state in China proper, 
the Indies, and Australia assist further to a sympathetic understanding 
of Japan’s position. 

The authors conclude by counseling Japan against further efforts 
at centralization of industry, pointing to the apparent trend to de- 
centralization in Europe and the United States, and to circumstances 
that render Japan especially well suited to the development of village 
manufacturing. They see as Japan’s greatest potential assets her labor 
supply and her proximity to the markets of Asia. The reviewer con- 
fesses that he would have expected a somewhat brighter picture. But 
he can offer no better advice to Japan’s political and industrial leaders 
than “to think on these things.’’ He would offer his thanks to the pub- 
lishers for the large, clear type they have used, and his regrets that this 
advantage is to some degree offset by the weight of the paper and 


covers. 
Haro. S. QUIGLEY 


UNIVERSITY OF MINNESOTA 
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The Prosperity of Australia: An Economic Analysis. By FRep- 
ERICK C. BENHAM (2d ed.). London: P. S. King & Son, Ltd., 
1930. Pp. xvi+284. 12s. 6d." 


This study is primarily an analysis of the changes in Australian in- 
come during the twentieth century. In spite of the general excellence 
of official statistics in Australia, the material for such a study by the 
method of income received is not available except for some scattered 
years. Mr. Benham, therefore, has utilized the other alternative of 
income produced for which annual data are available. But to allow for 
the effect of price changes an appropriate price index is essential. The 
index of wholesale prices is rejected, since it is not made up of the 
proper collection of goods, and since the recorded value of production 
is said to include but one-half of the total national income. In the por- 
tion which is not recorded, services form a very large proportion; and, 
as the index of wholesale prices has risen more than money wages, Mr. 
Benham argues that it is better to assume a similarity in the move- 
ment of the volumes rather than of the values of the recorded and 
unrecorded portions. On these grounds the production-price index 
numbers are used in lieu of the wholesale-price index, to deflate the 
value of the recorded production. It should be noted, however, that 
the production-price index numbers, like the wholesale-price index num- 
bers, are constructed with fixed weights, and, therefore, do not take 
account of changes in the collection of goods whose price is measured. 
But even more significant is the fact that the Commonwealth statisti- 
cians have always felt that the sample available in manufacturing did 
not justify the construction of a production-price index number by the 
direct method, and the published index is a modified index of employ- 
ment. This is especially significant, for a great part of the argument 
on the effect of protection rests on the validity of the measure of out- 
put in manufacturing. There is also no price index for “Forestry and 
Fisheries”; but this is not very important, as this group contributes 
but a small proportion of the total output. 

When the value of production is deflated by the production-price 
index numbers, and allowance is made for changes in the terms of 
international trade by using the ratio of export prices to import prices, 

* The second edition differs but slightly from the first edition published in 1928. 
The main changes consist in bringing the tables and charts up to date, in the addi- 
tion of a postscript commenting on the current depression, and in the omission of a 
doubtful method of measuring the volume of capital equipment in manufacturing 
industries. 
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and after a further allowance is made for interest payments, Mr. Ben- 
ham finds that the index of average real national income per head 
(with 1911 as base) rose from 62.0 in 1902 to 104.3 in 1913, declined 
somewhat during the World War, recovered to the pre-war level in 
1924-25, and declined again to 92.0 in 1927-28. This is in marked 
contrast to the achievements in Canada and the United States. 

But Mr. Benham’s task is a more ambitious one than I have here in- 
dicated. For he is interested in the changes of real income per head as 
indexes of prosperity or material welfare, and, further, in reasons why 
the real income has not been larger. On the first point there is no more 
than an enumeration of such factors as changes in the distribution of 
income, reduction in working hours, improvements in health and edu- 
cation, and possible changes in the utility derived from the same col- 
lection of goods. To these should at least be added the possible changes 
in the utility arising from changes in the collection of goods produced. 

With respect to the poor showing made by Australia as compared 
with the United States, for instance, the two chief culprits singled out 
for comment are state regulation of wages and protection. The theo- 
retical arguments advanced against both are fairly familiar, would re- 
ceive the assent of most economists, and need to be called to the 
attention of communities which are being impressed with protection 
arguments. But the attempted statistical verifications are not so 
fortunate. First Mr. Benham argues that, aside from reducing the dis- 
persion of wages around the average, the state machinery has merely 
recorded the working of economic forces, and that real wages in Aus- 
tralia have been no more and no less than they would otherwise have 
been. It is not quite clear what they would otherwise have been, 
though the statistics employed leave the impression that in the absence 
of state regulation money wages would vary directly and proportion- 
ately with the average value of production per worker. This of course 
does not follow at all from marginal productivity theory. But Mr. 
Benham also intimates that wage regulation has led to unemployment. 
The evidence is found in the fact that the average percentage of un- 
employment in Australia is high compared with other countries, and 
that the annual percentages have varied directly with the share which 
wages formed of the value added. In view of the doubtful character 
of unemployment statistics based on trade union returns, too much 
importance can be attached to the latter comparison; and sufficient 
warning has been made against international comparisons because of 
the noncomparability in definition of unemployment. 
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On the matter of protection Mr. Benham’s argument is vigorows 
and unequivocal. The policy which was begun in 1908 and greatly ex- 
tended in 1921 was responsible for the diversion of resources from 
agriculture to manufacturing, for inefficient management, and hence 
for the poor showing in income. The evidence again consists of inter- 
national comparisons in productive efficiency, and a comparison be- 
tween agriculture and manufacturing. It should be fairly obvious that 
the underlying conditions are sufficiently different so that no such 
comparison can be made with an older country like England or with 
newer countries like Canada and the United States, especially since 
neither of the latter countries is noted for free-trade practices. The 
internal comparison seems fairly conclusive. The index of productive 
efficiency, i.e., value of production at 1911 prices divided by the num- 
ber of persons employed, is definitely higher in agriculture than in 
manufacturing. But while the data for agriculture are fairly complete, 
the same cannot be said for manufacturing, as was indicated above. 
The use of the published price index probably underestimates the 
growth in output of manufacturing industries. At any rate, the index 
is sufficiently doubtful to prevent statistical verification of the bad 
effects of protection. Nor does the fact that Australian plants are 
comparatively small assist the argument, since size and efficiency need 
not go together. 

Statistical verification of economic principles is a laudable and 
appealing undertaking. But, in this as in so many other attempts, the 
underlying conditions are so complicated that inadequate statistics 
yield no very convincing generalizations. It is to be hoped, however, 
that the criticisms which Australians have made of Mr. Benham’s 
statistics will not detract from the influence which such a book de- 
serves. 


AARON DIRECTOR 
UNIVERSITY OF CHICAGO 


Porto Rico and Its Problems. By Victor S. CLARK and Associates. 
Washington: The Brookings Institution, 1930. Pp. xxxv+707. 
$5.00. 

This work reports the results of a survey of Porto Rican economic 
conditions undertaken in the winter of 1928-29 by a staff of experts 
under the auspices of the Brookings Institution. It is easily the most 
adequate collection of data that has been made in this field, and it is 
likely to be the standard reference work on Porto Rico for some years. 
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Itis a depressing survey. Its sober disclosures of the volume and of the 
terrific poverty of the population, of its overcrowding, of the prevalence 
of tropical disease, of illiteracy, of the low earnings and pitiful stand- 
ards of living of the workers, and of the economic arrangements which 
make the island almost wholly dependent upon imported food supplies, 
will shock many thoughtful Americans. 

Yet the report is not designed to shock; it is as sober and austere as a 
public document. It is designed to be constructive, and it bristles with 
positive recommendations. Lest some of them escape attention, a 
schedule of proposed reforms is placed at pp. xxvii-xxxv of the Intro- 
duction. And it is not unfair to suggest that many of the subsequent 
chapters seem to be less an expository analysis of Porto Rican eco- 
nomics than arrangements of data tending to substantiate the pro- 
gram. We are dealing with a physician’s diagnosis and prescription, 
rather than with a physiologist’s study of an organism in its environ- 
mental setting. 

The Brookings doctors propose chiefly a series of administrative 
reforms which, first, would greatly augment the functions and author- 
ity of the central government of Porto Rico, diminishing the réle of the 
municipalities; and, second, would vest in the governor and auditor, 
appointed as now from Washington, a control over this administration 
unchecked by “political considerations” in the island. They prescribe 
also improved marketing organization, competitive interest rates, 
searching tax reforms designed to reach absentee proprietors, the pro- 
motion of tourist attractions, the extension of federal aid under the 
provision of various acts on the same basis as to the states, and the 
encouragement of thrift and industry among Porto Ricans by govern- 
ment, schools, and banks. The program is eminently practicable. 
Many of the suggestions seem admirable. 

Indeed, most of them are amply justified by the rich collections of 
data presented in the body and appendices of the report. The survey 
of public finance and administration is masterly. The study of Porto 
Rico’s balance of trade is a high spot. The Brookings associates have 
plainly had generous co-operation from bankers as well as from govern- 
mental sources of information. Close scrutiny of their report reveals 
scattered flashes of insight over a wide range of business relationships. 
Functional co-operation has facilitated the collation of facts. 

Co-operative scholarship has its limitations, however. In emphasiz- 
ing recommendations, Dr. Clark and his associates invite inquiry as to 
the adequacy of their diagnosis and prescription to bring Porto Rico 
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out of her chronic cycle of poverty, illiteracy, and disease. (Cf. the 
contributions of Frank Tannenbaum and Dr. José C. Rosario, chap. ii 
and pp. 537-75). The reviewer, before concurring, would like to see 
the data that justify the following assumptions, which the investi- 
gators or their editorial advisers consistently make: Porto Rico will 
continue to be ruled by a political system defined by Congress, operat- 
ing under the limitations of the federal Constitution; population 
growth will continue; the prevailing habits of consumption will largely 
persist, together with a continued deficiency of subsistence economy; 
sugar, protected by the American tariff, will remain the most profitable 
money crop; “industrialization and highly organized production” form 
the “only path of material progress possible in the modern world.” 

The report does not supply the data to check these judgments. It 
enables us to look at the overshadowing population problem almost 
solely in terms of mortality statistics. Birth control is not mentioned. 
The historical background is meager. The social organization of the 
island, or its inadequacy, with its important bearings upon morale and 
community effort, receives but passing mention. Political attitudes, 
sentiments, activity are dismissed with the patronizing comment that 
the autonomy issue is “a sentimental appeal for political rights in- 
spired by local pride” (p. 104). We are not informed as to the devices 
which will remove “political considerations” from the making of ap- 
pointments and decisions in Washington. The tariff and its effects are 
casually referred to. The possibilities of peasant proprietorship are 
dismissed, it seems to the reviewer, without adequate consideration of 
existing standards of living. Race is taboo, as are the personnel rela- 
tions of certain American corporations. And the diverging economic 
consequences of indigenous as contrasted with absentee capitalism, 
irrespective of the source of capital funds, are not clearly presented. 
Porto Rico, in short, is approached as an administrative area, not as 
an emergent social group. 

More technical criticism should include the worthlessness of the 
Index and the maltreatment of Spanish plurals. 

LELAND HAMILTON JENKS 
WELLESLEY COLLEGE 
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The History of Peace. By A. C. F. BEates. New York: Dial 
Press, 1931. Pp. viiit+-355. $4.00. 

International Government. By Epmunp C. Mower. Boston: D. 
C. Heath & Co., 1931. Pp. xix+736. $4.00. 

The Evolution of International Public Law in Europe since Grotius. 
By WALTER Smons. New Haven: Yale University Press, 
1931. Pp. 146. $2.50. 


If truth made men free, and if the quantity of available truth re- 
garding international affairs were proportionate to the enormous vol- 
ume of literature in the field, salvation would be at hand. Unfortunate- 
ly, however, both assumptions are questionable. A large proportion of 
the literature of international relations is worthless. In what remains, 
there is perhaps general agreement that a civilization equipped with the 
economic technology of the twentieth century and still clinging to the 
political mythology of the eighteenth is in considerable danger of con- 
summating its own destruction. There is also general agreement that 
in both politics and economics state sovereignty and the exclusive pur- 
suit of national interests must give way to co-operation between states 
in the interest of a higher general welfare, if disaster is to be averted 
and international anarchy is to be transformed into international 
organization. But the inertia of history and the propensity of men to 
choose paths which are easy, because old, stand in the way of accept- 
ance of the remedy. In such a situation all studies which throw further 
light upon the various phases of the problem are to be welcomed, not 
because understanding insures salvation, but because without under- 
standing no remedial action whatever is possible. 

Each of the three volumes listed above makes a genuine contribution 
toward the clarification of the issues involved. Professor Mower’s book 
might be casually dismissed as another textbook, since it is intended 
primarily for undergraduate consumption; but it is exceptionally com- 
plete and well written and constitutes the best brief survey available of 
the mechanisms of diplomacy and of international legislation, adjudi- 
cation, and administration. It is an illuminating synthesis and inter- 
pretation, moreover, of current trends in international organization. 
About a third of the volume is devoted to describing and analyzing the 
machinery for international co-operation which centers about the 
League of Nations. The author has little to say about international 
economic contacts—and politics without economics is indeed a dismal 
science. Except for this limitation, Mower has done his job well. 
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Beale’s book is also a survey, not of the whole field, but of a much- 
neglected aspect of it, i.e., the historical development of organized 
pacifism as a political, social, and religious movement. In attractive 
style and with much good judgment and common sense, Beales traces 
the evolution of the movement from the early peace societies of the 
post-Napoleonic era in England and America down to the present day. 
The contributions of Ladd, Richard, Burritt, Cobden, Stead, and more 
recent figures are explained and evaluated, with appropriate docu- 
mentation and a useful bibliography of the literature of peace. The 
story is somewhat exciting and a bit disheartening, although the 
author is not a pessimist. He might have become one—and his book 
might have been more valuable—had he been more acutely aware of 
the irrelevancy and unreality of many of the cures for war which he 
reviews. 

Dr. Simons’ little volume, finally, consists of the lectures delivered 
in the summer of 1930 before the Institute of Politics by the dis- 
tinguished German scholar who was formerly Chief Justice of the Su- 
preme Federal Court of Germany and foreign minister of the German 
Republic during 1920 and 1921. Unlike many politicians, Dr. Simons 
knows whereof he speaks and delivers his message with considerable 
polish and finesse. His lectures are “popular” in the sense of being 
charming and even delightful as to style; but as to content they are 
erudite, refreshing, and suggestive, combining, as they do, a presenta- 
tion of the German viewpoint of contemporary international problems 
with a valuable and critical summary of the historical development of 
international law. 

The seeker for panaceas will read these volumes in vain. The seeker 
for enlightenment will read them with profit, knowing that the prob- 
lems with which they deal are not, after all, to be solved by political 
and economic quackery or legerdemain, but only by the slow modifica- 
tion of attitudes and institutions which may eventually resolve the 
paradoxes of the Western state system—unless irreparable catas- 


trophe arrives first on the scene. 
FREDERICK L. SCHUMAN 


UNIVERSITY OF CHICAGO 


The End of Reparations. By Hyatmar Scuacut. Translated 
by Lewis GANNETT. New York: Jonathan Cape & Harrison 
Smith, 1931. Pp. 248. $3.00. 

Dr. Schacht’s defense of his stormy career at the Reichsbank is here 
presented in a competent translation by Lewis Gannett. It would be 
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difficult to indicate in the literature of economics a prettier example of 
the truth of Spinoza’s dictum that man does not endeavor after things 
because he deems them good, but that, on the contrary, he deems them 
good because he endeavors after them. 

When regarded in its German setting, this is the rationalization of 
Dr. Schacht’s policies in negotiating the Young Plan, of his later 
efforts at the two sessions of the diplomatic conference at The Hague 
to thwart his government’s desire to co-operate in effecting a final 
settlement, and of his subsequent resignation from the Reichsbank 
presidency and swing to the extreme right in politics. The process is 
even carried to the adoption by the author of the Hitler slogan of the 
“interest slavery” of Germany. 

The result is a book that is extremely hard to review. Almost every 
page contains inaccuracies of fact or doubtful interpretations. Much 
of the author’s conjecture with regard to the alleged motives or prac- 
tices of Gustav Stresemann or the Agent General could only be 
answered by the men themselves. The first is in his grave and the 
second perhaps too discreet to engage his critic in unprofitable con- 
troversy. 

Where Dr. Schacht limits himself to matters of record, however, it 
is easy to confront him with the material he chose to overlook. When, 
for example, he argues that the introduction at The Hague of a modi- 
fied sanctions clause into the New Plan “marks the nadir of the humili- 
ation and emasculation which has been the achievement of our socialist 
and near-socialist post-war régimes,” it is sufficient to note that the 
clause as it stands is incomparably stronger from the German point of 
view than the corresponding clauses of the Versailles Treaty. Dr. 
Schacht omits from his discussion of the French position Tardieu’s 
explicit declaration to the Chamber of Deputies that France would 
always interpret “the liberty of action,’ which she might recover in 
case the court at The Hague established the German government’s 
“determination to destroy the New Plan,” in the sense of liberty as de- 
fined by obligations existing under the Kellogg Pact and the Covenant 
of the League of Nations. 

This matter of “sanctions”’ is given a considerable amount of atten- 
tion. A long and, to the reviewer, extremely doubtful dissertation tries 
to establish a vital difference between the German and the English text 
of the respective clauses, and in the end the author actually explains 
the present “‘world distrust of the stability of international relations”’ 
as due to this clause of the Young Plan. He also justifies his resigna- 
tion from the Reichsbank on these grounds. 
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Whole chapters are devoted to the criticism of political interference 
with economic problems—Schacht almost always speaks of socialist or 
Marxist cabinets when he means cabinets in which the socia]-democrats 
participated—and this is done by a German expert who, without con- 
sulting his government, threw the questions of the revision of the peace 
treaties, the Polish corridor, and German colonies into the meetings of 
the experts at Paris. His American readers should perhaps be reminded 
that Dr. Schacht’s resignation was made inevitable after a conflict 
with a social-democratic minister of finance had led to proposals to 
curb the independent powers of the Reichsbank president. 

Dr. Schacht’s vocabulary is not likely to make his presentation of 
the German side of these questions persuasive to those not already 
convinced. His treatment of the creditor nations is perhaps a shade 
milder than his ill-balanced discussion of domestic opponents, par- 
ticularly those who are responsible for the “Marxist System,” which 
was “conferred” upon Germany after the war when that country 
“should have devoted herself to one single goal: to cultivate every kind 
of national feeling, to concentrate on the preservation of every tradi- 
tion which survived.” Carl Bergmann’s The History of Reparations 
will continue to be the best presentation of the German position even 
if it is now somewhat out of date. 

As a source book, the volume should be used with great care. 


Chapter VI contains the official English translation of the German 
proposals to the Young Committee which are here published for the 
first time. 


Harry D. GIDEONSE 
UNIVERSITY OF CHICAGO 


The World’s Economic Dilemma. By ERNEST MINOR PATTERSON. 
New York: McGraw-Hill Book Co., Inc., 1930. Pp. vii+323. 
$3.50. 

Ten Years of World Co-operation. By the SECRETARIAT OF THE 
LEAGUE OF NATIONS. Foreword by Sir Eric DRUMMOND. 
Geneva: League of Nations, 1930. Pp. xi+467. $3.50. 
Professor Patterson has written a volume for those who, although 

interested in economic problems, have not followed the developments 
in the international economic field closely. The “world’s economic 
dilemma”—as the author defines it—is created by the widening gap 
between national economic policies and the constantly increasing in- 
ternational economic interdependence. 
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In a series of well-balanced chapters on population, natural re- 
sources, world markets, the gold standard, foreign investments, and 
governmental activities, the essential information on these problems 
now available in widely scattered sources is presented in an attractive 
form. In a number of “case” studies the particular national setting of 
these questions is then analyzed in the leading countries: Great Brit- 
ain, Germany, France, Italy, Japan, and the United States. A sugges- 
tive chapter on the various efforts to “‘solve’’ these difficulties presents 
the work of the League of Nations and other international organiza- 
tions. 

To some a volume on the world’s economic dilemma, that does not 
deal with the disparity in economic organization that is now developing 
between Russia on the one hand and the rest of the world on the other, 
will seem beside the point. Literature on that problem is, however, 
sufficiently abundant, while a study bringing together the data which 
Patterson has collated has been notably lacking. It should be added 
that Patterson’s cautious and forceful marshaling of the available evi- 
dence affords a pleasing contrast with much of the propagandist litera- 
ture of the day. 

The Secretariat of the League of Nations has supplied a handsome 
corollary volume in Ten Years of World Co-operation, which is really an 
autobiography of the League of Nations at its tenth birthday. From 
the beginning the League of Nations has stressed the positive aspects of 
international relations by promoting international co-operation in the 
economic and social fields as well as attending to its immediate func- 
tions in the prevention and settlement of disputes. The record of the 
development of this activity is here told in simple and objective studies 
of the various divisions. As a key to the shelves of documents which 
have already accumulated, this book should prove particularly helpful 
to those who have no great familiarity with the League’s publications. 

University oF CHICAGO Harry D. GIDEONSE 


Illustrations and Proofs of the Principle of Population. By 
FRANCIS PLAcE. Introduction, Notes, and Appendixes by Nor- 
MAN E. Himes. Boston: Houghton Mifflin Co., 1930. Pp. 63+ 
xv+354. $4.50. 

The position of Francis Place in the lively post-Malthusian contro- 
versies is, in a general way, well known to students of English popula- 

tion literature. His book, however, has been scarce and little read. A 
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reprinting is therefore to be welcomed, not only because Place was so 
valiant a figure in the liberal leadership of his time, but because, as 
Professor Field long since brought out, and as Professor Himes, in his 
admirable Introduction, now re-emphasizes, he was the founder of the 
birth-control movement in England. The original edition, published in 
1822, is reproduced by photographic process, without change. Profes- 
sor Himes’s introduction sketches the setting of Place’s thought and 
activity, especially in relation to Godwin and Malthus. There is an 
interesting and documented appendix on Malthus’ attitude toward 
birth control. It does not entirely succeed, however, in clearing up the 
enigma of Malthus’ persistent faith in “moral restraint.” Malthus’ op- 
position to birth control could be fully explained only if we knew the 
inner workings of his mind as influenced by the institutional factors of 
his time and his class. Another and very valuable appendix gives selec- 
tions from Place’s correspondence in its bearing on birth control. This 
appendix establishes beyond possibility of doubt the enormous amount 
of energy and courage which Place devoted to a propaganda, unpopu- 
lar and indeed dangerous to its leader. These appendixes and Professor 
Himes’s introduction must be welcomed as valuable supplements to 
Wallas’ Life of Place. While the publication of this new edition of 
Place’s Population is doubtless only incidental to Professor Himes’s 
long study of the English birth-control movement, it comes at an op- 
portune time. Professor Himes’s work shows ripe and thorough scholar- 
ship, and it is to be hoped that way may soon be found for the publi- 
cation of his definitive history of the English birth-control movement. 


A. B. WoLFE 
Oxo STATE UNIVERSITY 


Population Problems. By WARREN S. THomMpsoNn. New York: 
McGraw-Hill Book Co., 1930. Pp. xi+462. $3.75. 


Professor Thompson calls his book Population Problems. There was 
a time—closer to the whole Malthusian chapter of social thought and 
controversy—when we could speak of the population problem. Later 
developments—especially the decline of human fertility, which, due to 
the spread of rationalism and knowledge of contraception, has been 
greatly accelerated since the World War—have made it uncertain 
whether there is any one central and fundamental population problem, 
and, if so, what it is. It is becoming increasingly evident that Marx was 
nearer right in insisting that each time and complex of social culture 
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has its own population problem than was Malthus in the assumption 
that the problem is one of natural law and the same in all times and 
places. This is the difference between the eighteenth-century natural- 
law point of view and that of modern institutionalism. 

Furthermore, a difference of opinion is developing between the econ- 
omists and sociologists, on one side, and the biologists and demog- 
raphers on the other, as to the proper delimitation of “population prob- 
lems.” The latter group tend to hold that population research should 
be confined to population per se, concern itself with statistical inquiry 
into population movements only, and refrain, at least in the first in- 
stance, from interest in the relation between population and resources, 
population and culture, or population and the standard of living. The 
problem of the economic determinants of an optimum population, for 
instance, according to this point of view, is not, strictly speaking, a 
population problem at all. 

It goes without saying that such a conception of the limits of popula- 
tion research will satisfy neither the economist nor the sociologist. On 
the other hand, it must be confessed that, without some such rather 
arbitrary delimitation, the field of “population problems” may be ex- 
tended so widely and so variously by different investigators that, like 
sociology at large, it will have no definite boundaries. The content of 
the field as seen by any given writer will depend to no small degree 
upon his own background and interests. Professor Thompson, for in- 
stance, is interested in urban demography, urban sociology, and— 
unfortunately, perhaps, for the objectivity of his text—in urban ethics. 
He therefore includes several chapters dealing with city life and popu- 
lation. Quite obviously, when we have in a book on population a chap- 
ter on the social and cultural advantages and disadvantages of the city, 
with sections on health, culture, the family, education, libraries and 
museums, music and drama, recreation, and “‘other human interests,”’ 
we are invited to go thus far afield, in what can be little more than a 
superficial ramble, because of the sociologist’s urge to be all-inclusive. 
It is doubtful whether so much catholicity of interest exactly furthers 
the objective of scientific research in population. 

In general Professor Thompson’s book is well up to the generally 
accepted standards of textbook writing today. It follows the standard 
procedure of texts on population of beginning with pre-Malthusian 
doctrines and working through Malthus to the stock theories of Sadler, 
Spencer, and Dumont. A variation is the introduction of brief exposi- 
tions of Gini and Carr-Saunders. Then follow chapters on composition, 
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movement of population, and so on. The book is best on the demo- 
graphic side. In the economics of population it is weak. The style is 
irritating on many occasions, as Professor Thompson repeatedly uses 
such expressions as “in my opinion,” “I see no reason,” “I should 
doubt,” “I am not yet convinced,” “‘it will be recalled that I regard,” 
“my own prediction,” etc. The best that can be said for such phrases 
is that they warn the student that what follows them is the author’s 
sentiment and opinion, rather than established knowledge; but one 
wonders whether the student will not tire of being informed on every 
other page just what the author’s state of mind is. 

This is not to say that there is not much good material in the book. 

A. B. WoLFE 
Ouro STATE UNIVERSITY 


Youth and Power. The Diversions of an Economist. By C. R. Fay. 
New York: Longmans, Green and Co., 1931. Pp. viii+292. 
$4.25. 

Although some of this material has appeared previously in print, the 
seven essays are largely new, and despite the wide range of their sub- 
ject matter they possess a unity of purpose seldom found in a volume 
of this character. It is difficult to describe the aims of the author. The 
essays seem to be a kind of inventory of the achievements of the genera- 
tion in economic thought, economic policy, and economic organization. 
The author feels that the generation now passing approached these 
problems from idealistic points of view, with the purposes and expecta- 
tions logically derived from their ideals. The stark realism of the 
younger generation makes him question the validity of the premises of 
the past, and wonder if the responsibilities of the generation have been 
adequately discharged. 

The individual essays have been subordinated to the general pur- 
pose, and a reader feels frequently that the suppression of sustained 
analysis has been carried so far that the purposes of the author are 
scarcely achieved. Positions are stated that are not critically estab- 
lished. It may well be that the author was not planning more than to 
make confession of his personal faith and opinion: the essays are in 
fact more intimate and personal in tone than is customary. The reader, 
however, is loath to leave these problems at such a stage—in structure 
and in phrase, it is a singularly thought-provoking book. 

The title essays, ““The Outlook of Youth” and “Types of Power,” 
suffer especially from severe compression of statement. The first is a 
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brief discussion of the changed place of classics and philosophy in the 
curriculum of the English universities. Science makes new claims to 
attention, and the war has left many residual effects. The conclusion 
that ideal values have not lost their meaning is safe and significant, but 
a more substantial discussion would be interesting. “Types of Power” 
portrays briefly the dictators, the labor unions, and the American 
financiers. The pattern of the picture is evident, but the “values” are 
worked out. 

The discussion of the dynamic elements in Adam Smith will carry 
conviction, and the note on the theory of international trade is well 
worth while. The main body of the volume, however, consists in a 
substantial discussion of machinery, unemployment, and emigration. 
“Brilliant invention, able management and overproduction by the aid 
of machinery which, making Robots of some and pensioners of others, 
replaces the old scourges of pestilence and famine by the new and be- 
wildering scourge of involuntary idleness” (p. 268). This is the paradox 
of modern social life. Professor Fay is unwilling to accept the facile 
optimisms of many that unemployment problems can be readily solved 
by beginning extensive construction programs in periods of industrial 
unemployment. Similarly, the author feels that emigration is not the 
resource that it appears to be, partly because of policies of exclusion in 
the newer countries, but still more largely because of genuine economic 
difficulties in establishing settlers on the land in a sound financial posi- 
tion. The need of broader planning, he feels, may well be achieved in 
some lines by direct government control: thus, the Hydro-Electric 
Power Commission of Ontario enlists his whole-hearted support. In 
other fields, he looks to co-operation as the most satisfactory reconcilia- 
tion between individualism and social control. The “Wheat Pool” is 
cited in this connection. Co-operation, too, is presented as the most 
effective answer to social revolt: developing out of the philosophy of 
Robert Owen, “the psychology of revolt”’ thus “advances to meet revolt 
half-way in order that revolt may be halted there” (p. 269). This train 
of thought is difficult to follow, but the general idea is deeply imbedded 
in several sections of the text. 

We thus pass rapidly in review all the problems of the day; there is 
much keen comment, a delight in paradox, and despite the idealistic 
philosophy, a tough realism that smacks of William James or some 
hard-bitted historian who cannot lose faith in life despite some dis- 


appointment with “things as they are.” 
Apspott Payson USHER 


HARVARD UNIVERSITY 
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Les Physiocrates. By G. WEULERSSE. Paris: Gaston Doin et Cie., 

1931. Pp. xvi+332. Fr. 30. 

The present volume is a brilliant summary of the two-volume study 
of the Physiocrats published by the author in 1910. The difficulties 
of compressing more than 1,300 pages into 325 have been surmounted 
with notable skill and judgment. The plan of the work has not been 
altered, every primary division of the longer work appears in the pres- 
ent sketch on the reduced scale, and as there seem to be no changes in 
general doctrine extended discussion of the new volume is scarcely 
necessary. 

M. Weulersse approaches his problem as a historian. Although he 
gives us a careful statement of the primary features of physiocratic 
theory and social philosophy, he has been less concerned with study of 
the texts of the treatises than with the development of the school and 
its concrete programs for economic and political reform. These pro- 
grams were, in fact, more important than the contribution to pure 
theory. The theoretical doctrines were too incomplete and too ill 
balanced to have much permanent significance in their original form, 
so that the characteristic results of French work appear in the writings 
of Turgot, who refused to accept the physiocratic dogmas though he 
utilized their treatises freely in his broader synthesis of economic 
thought in France. 

Despite their serious intellectual shortcomings, the adherents of the 
school played a conspicuous part in the economic and political history 
of France. They contributed much to the movement for reform with- 
out revolution, and they made important contributions to a type of 
liberalism that ultimately found expression in some phases of revolu- 
tionary thought. M. Weulersse performed a great service in giving us 
the masterly study of the school and its work, but the scale of the 
monograph has doubtless deterred those who were not interested in 
the Old Régime as specialists. This new volume makes the results of 
these researches available to general students: whether they are in- 
terested in the Old Régime as historians, or whether they are interested 
as economists in the economic history of France, or in the history of 
economic thought and economic policy. The sections devoted to the 
development of large farms, agricultural improvement, and the prob- 
lems of the internal grain trade will be indispensable to all students of 
the period. 

AxBBoTt Payson USHER 
HARVARD UNIVERSITY 
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The Struggle for Land in Ireland 1800-1923. By JouN E. Pom- 
FRET. Princeton: Princeton University Press, 1930. Pp. xii+ 


344. $3.00. 

In no field of history is the problem of successfully isolating the dis- 
cussion of a single topic more difficult than in that of nineteenth- 
century Ireland where questions of economics, religion, and national- 
ism appear inextricably mixed. Professor Pomfret has undertaken the 
thankless but necessary task of the monograph writer in this field. 
He undertakes to tell us how a peasant proprietary was created by 
political action. In other words, his field is the borderland where eco- 
nomics and politics touch, and the politico-economic issue with which 
he deals is the ownership of Irish land. 

He begins his story with the period following the Napoleonic wars 
and in a single chapter describes the situation before the famine and 
the resulting repeal of the corn laws. The effects of the post-war de- 
pression, the development of grazing, and the revolt of the forty- 
shilling freeholders are briefly sketched. The bulk of the book is de- 
voted to the period following 1850. The three different land policies 
followed by the English government during this time are described in 
order. The first was that of laissez faire as embodied in the Encum- 
bered Estates Act of 1849 and the so-called Deasy’s Act of 1860, which 
removed existing barriers to the operation of economic laws in the 
matter of forced sales and tenant ejectments. The great objection to 
this policy, of course, was that according to Irish law the tenants had 
no rights to the value of the improvements which they might make. 

To remedy this situation the government undertook by acts of 1870 
and 1881 to assure compensation for tenant rights, and to guarantee 
the famous three F’s—fixity of tenure, fair rents, and free sale (of 
tenant rights). This policy is generally known as “Dual Ownership.” 
When this in turn proved unsatisfactory due to the mutual jealousies 
of the two classes involved, the government adopted still a third plan, 
that of making it possible, by means of government loans at extraordi- 
narily low rates of interest, for the tenants to purchase their holdings 
outright. This plan proved so effective that by 1923 practically all 
Irish land suitable for agriculture had been purchased by the tenants; 
and “the solution of perhaps the most difficult problem in Irish History 
was finally achieved.” 

In discussing these movements Mr. Pomfret has concentrated on the 
political methods by which proposals became embodied in acts, on the 
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details of the enacted measures, and on how these programs worked 
out in practice. What impresses the American reader who follows the 
political fortunes of the land question is the extent to which economic 
depressions and mob violence were effective in bringing about changes 
of governmental policy. In tracing out the details of the terms and 
workings of the various acts, he will also be impressed by the amount 
of energy and money expended by the state and by the uniform suc- 
cess with which the annual instalments due from the purchasers were 
collected. 

Yet we may still doubt whether the program has proceeded far 
enough to justify the optimistic conclusion of the author that the 
problem is solved. Should the individual proprietor survive the 
changes resulting from the present agricultural depression, it may well 
be doubted whether it will be possible for him to maintain payments 
computed on the values of 1903 and 1909, even though the rate be as 
low as 3 or 34 per cent. We understand by the press that the similar 
effort to finance the development of fisheries in the congested districts 
of the west of Ireland has already come to grief. 

In the telling of such a complicated story Mr. Pomfret could not 
perhaps be entirely successful. There are ample tables to present the 
necessary figures in clear fashion, but the fact that the periods of the 
three policies discussed overlapped each other destroys the chronologi- 
cal continuity of the book. The lack of adequate transitional para- 
graphs, at the points where the author goes back several decades to 
begin a new topic, will confuse the unwary reader. Furtherfhore, to 
have given some description of the popular attitude toward the 
changes would have brightened as well as completed the work. These 
popular opinions, though erroneous, belong perhaps as much to his- 
tory as the details of the acts. There are still many Irish people who 
will tell one that the government owns all the land and charges too 
high a rent for it. Some popular criticism of the various acts, as, for 
example, that which appears in the chapter on the land code by H. J. 
McCann in Goldwin Smith’s Irish History and the Irish Question, 
might have been mentioned, at least in the bibliography. 

. M. M. KNAPPEN 
UNIVERSITY OF CHICAGO 
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La nueva economia agraria de Cuba. By José COMALLONGA Y 

MENA. Habana: Rambla, Bouza y Ca., 1929. Pp. 92. 

La tierra y el Doctor Sacc. By Jost COMALLONGA y¥ MENA. 

Habana: Rambla, Bouza y Ca. Pp. 117. 

Lecturas agricolas. By Jost COMALLONGA y MENA. Habana: 

Cultural, S.A., 1927. Pp. 538. 

Consultor del agrénomo y del campesino. By Jost CoMALLONGA 

y Mena. Habana: Rambla, Bouza y Ca. Pp. 381. 

Discurso. By José CoMALLONGA y MENA. Habana: Rambla, 

Bouza y Ca., 1926. Pp. 14. 

Dr. José Comallonga, professor of rural economy and legislation and 
of rural planning in the University of Havana, is one of the most dis- 
tinguished authorities on agriculture and rural life in his country. His 
position and his learning place him at the head of the movement for 
rural betterment in Cuba. Attention is here called to five of his works. 
The New Agricultural Economy of Cuba analyzes the agricultural de- 
pression in the island which has resulted from competition with the 
sugar industry in the United States, and urges the necessity, not of a 
tariff war to establish agricultural equality, but of the gradual reduc- 
tion of the acreage devoted to sugar in Cuba and the substitution of 
other types of agriculture until the republic becomes more nearly 
economically self-sufficing. The monograph goes into the various eco- 
nomic aspects of the question and is addressed to the Cuban president. 
The Land and Dr. Sacc and Lectures on Agriculture are agricultural 
handbooks (the former a translation) intended for students. The for- 
mer work deals with soil composition and analysis, fertilizers, and the 
effect of air and water upon plant growth. The latter is a much more 
general treatise and enters into the economic values of crops in Cuba 
as well as their cultivation. In fact, it is a very good guide to the plant 
ecnomy of Cuba. The Farmer’s and Couniryman’s Handbook is much 
more than a popular treatise on agriculture; it is really a treatise on 
rural engineering, giving information about all phases of rural con- 
structions of drainage, buildings, roads, mills, etc., and instructions for 
their operation. There are numerous tables and formulas to aid in 
rapid calculation and measurement. The Discourse is an address on 
the importance of agricultural education for Cuba delivered to the 
students of the Agricultural and Engineering College of the University 
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of Havana. These several works by Professor Comallonga will give the 
student of our country a representative notion of the agricultural needs 
and arts and sciences of Cuba. 
L. L. BERNARD 
WASHINGTON UNIVERSITY 


La moneda argentina. By EmiLtio HANSEN. Buenos Aires: The 
Author, 1930. Pp. 555. 

Estudio critico de las medidas financieras del Gobierno Argentino. 
By Emitio HANSEN. Buenos Aires: Rodriguez Giles, 1928. 
Pp. 127. 

The Argentine Financial Emergency Measures on the Outbreak of 
the European War. By Emitio HANSEN. Buenos Aires: Kidd 
y Ca., 1924. Pp. 89. 

Actualidades monetarias. By Emitto HANSEN. Buenos Aires: A. 
Garcia Santos, 1930. Pp. 109. 


Credito hipotecario. By Luis F. Latorre. U. Bogota: Aguila 
Negra Editorial, 1928. Pp. 250. 

Organic Laws of the Agricultural Mortgage Bank. By Luts F. 
LaToRRE. Tr. from Spanish by K. H. Jones. U. Bogota, 
1929. Pp. 112. 

Ley 108 de 1929—proyecto de ley reformatoria. By Luts F. La- 
TORRE. U. Bogoté: Editorial Minerva, 1930. Pp. 34. 


Necesidad de adoptar una politica de comercio exterior: El Plan 
Hoover. By Luis Macuapo. Habana: Dorrbecker, 1929. 
Pp. 56. 

Dr. Emilio Hansen, the former Argentine minister of finance, is the 
most distinguished of the Argentine monetary authorities. His histori- 
cal study, the title of which may be translated as Argentine Money, is 
the most authoritative treatise on Argentine finances. It begins with 
some seventy pages on colonial finances, and traces the development 
of a money and credit system through the period of independence, the 
early republic and the dictatorship of Rosas, the period of transition— 
during the re-establishment of the republic after 1853—the reconstruc- 
tion from 1890 to 1914, and, finally, through the European war. Much 
attention is given to the use and abuse of paper money during these 
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periods, and also to attempts to establish a secure banking system and 
to stabilize national and commercial credit. Naturally the history of 
various Argentine revolutions, both as cause and as effect of financial 
instability, comes in for due consideration. The work is so important 
for teachers and students of Latin American finances that it should be 
translated into English. 

The second and third titles listed above are the original and a trans- 
lation of Dr. Hansen’s analysis of the financial crisis which overtook 
Argentina in 1914, partly as a result of the European war. Other 
causes of the crisis, as explained by Dr. Hansen, were an excessive land 
boom, overexpanded credit, and injudicious loans. The author takes 
up the various schemes adopted to meet the crisis, such as closing the 
bureau of conversion, rediscount rules, an embargo on gold exports, a 
home and an international moratorium. The author’s analyses are 
clearly made, and the lessons he indicates are pointed. The Present 
Monetary Problems (Actualidades M onetarias) deals with current finan- 
cial problems centering around rediscount, paper money, conversion, 
exchange, gold and its deposit in legations, and closes with a chapter 
on proposed monetary reforms. The three books together provide a 
complete discussion of Argentine finances at all periods of the country’s 
history. 

Latorre’s Mortgage Credit is a representative, comparative, and 
historical analysis of mortgage legislation and practice not only in 
Germany, Switzerland, France, and Spain, but also in Mexico, Vene- 
zuela, and other Latin American countries, with implications and con- 
clusions with respect to the credit needs of Colombia. The various 
aspects of the subject are taken up under such headings as ‘“‘Develop- 
ment of Mortgage Credit,” “Legal Titles,” “Registry,” “Judicial 
Procedure,” and “A Proposed Law for Colombia.” The author is 
attorney for the Agricultural Mortgage Bank of Colombia, and this 
monograph was received by the Colombian Academy of Jurisprudence. 
The Organic Laws of the Agricultural Mortgage Bank are presented in 
both the Spanish and the English languages. The Project for the Re- 
vision of Law 108 of 1928 is the result of the attorney’s observation of 
the operation of the law previously referred to, which established the 
mortgage bank in 1928. It is also intended, according to the author, 
to provide an interpretation of the rules of the bank which have come 
into question during the time of their administration. 

Machado’s Necessity of Adopting a Foreign Commercial Policy is an 
exposition of the unfavorable commercial conditions in Cuba, with an 
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explanation of their causes and an argument for the adoption of the 
“Hoover Plan,” on the ground that it would stimulate new lines of 
production and export, secure new markets, improve the Cuban inter- 
national economic and political position, stabilize her foreign trade, 
protect her agriculture and industry, while it would not interfere with 
other plans and would entail no expense on the public treasury. 
L. L. BERNARD 
WASHINGTON UNIVERSITY 


Unemployment Benefits in the United States, The Plans and Their 
Setting. By Bryce M. STEWART, ef al. New York: Industrial 
Relations Counsellors, Inc., 1930. Pp. xviii+727. $7.50. 

The Industrial Relations Counsellors are to be congratulated on the 
first volume in its series on unemployment insurance. Dr. Stewart, 
with the collaboration of Jeanne C. Barber, Mary B. Gilson, and Mar- 
garet L. Stecker, has produced an extraordinarily complete compen- 
dium of all the accessible information on unemployment-benefit plans 
in this country. Part I is devoted to a discussion of the background and 
analysis of the plans. Part II, which includes 355 of the book’s 727 
pages, describes each plan in great detail. An examination of this part, 
and of the volume’s 161 statistical tables and 24 charts, confirms one’s 
impression of the enormous industry which must have gone into the 
preparation of this study. 

The first three chapters in Part I are devoted to a brief description 
of the various methods of approach to the unemployment problem 
(unemployment benefits being excluded). These chapters contain no 
extensive analysis; but they present much useful detail, gathered in 
many instances from neglected sources, concerning specific policies dis- 
cussed or put into effect in the United States. The five remaining chap- 
ters of Part I include analyses of unemployment-benefit plans. Their 
development, the problems of financial organization, contributions and 
benefits, limitations on claims, and administrative procedure and ex- 
perience are discussed at length. Benefit plans are considered under 
three heads: trade-union out-of-work plans; joint-agreement (union- 
employer) plans; and company plans. 

The first trade-union plan of which record was found was being 
maintained by a local union of printers in New York in 1831. There- 
after many such plans were put into effect. Yet in 1928, as far as could 
be ascertained, only thirty-seven local unions, with a combined mem- 
bership of 33,400 were operating out-of-work plans. In that year they 
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paid benefits to the amount of $264,000. The records show the estab- 
lishment of only thirteen systems operated by national or international 
unions in the United States. The first two of these were carried on by 
English unions—the Amalgamated Society of Engineers and the Amal- 
gamated Society of Carpenters and Joiners—which paid out-of-work 
benefits through their American branches beginning in 1861 and 1868, 
respectively. In 1928 only four small national systems were in effect, 
those of the Deutsch-Amerikanische Typographia, the diamond work- 
ers, the siderographers, and the print-cutters in the wall-paper in- 
dustry. Their combined membership was 1,320, and they paid out 
$13,613 in benefits in the year 1928. 

The first unemployment-benefit arrangement to be set up by joint 
agreement was established in the wall-paper industry in 1894. Since 
then, a total of seven unions have co-operated with employers in 
establishing twenty-four different plans, covering 114,650 workers. 
Six of these, covering 94.5 per cent of the employees entitled to bene- 
fits, were set up in the garment industries. Two of the most important 
plans, those in the ladies’ garment industry in New York, were dis- 
continued after the strike of 1926. In 1928 there remained twenty-two 
joint systems, covering 65,000 employees, and paying $998,200 in 
benefits. 

The first company plan was set by the Dennison Manufacturing 
Company in 1916. Up to 1930, fifteen firms had established or an- 
nounced the establishment of unemployment-benefit plans. Two of 
these were discontinued before 1928; two new ones were set up in 1920; 
and two more, including the important General Electric project, were 
announced in 1930. Under the nine company plans in effect in 1928, 
8,500 employees were covered and $11,871 was paid in benefits. 

In 1930 about 107,000 American workers were covered by formal 
unemployment-benefit systems of one kind or another, and about 
$1,500,000 was paid in benefits. It is obvious, therefore, that the ac- 
ceptance of this method has not yet become sufficiently general to 
make it an important factor in relieving unemployment. As Dr. Stew- 
art points out, however, “increased and diversified experimentation 
with voluntary schemes is needed for the building of a sound govern- 
mental system [of unemployment insurance] if such should come.” 

Students of unemployment will be grateful to Dr. Stewart and his 
collaborators for this valuable study, and will welcome the volumes on 
unemployment insurance in Europe which are promised for the future. 

EDWARD BERMAN 
University oF ILLINors 
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The General Strike. By WitFrrip H. Croox. Chapel Hill: Uni- 
versity of North Carolina Press, 1931. Pp. xvi+649. $6.00. 


Since the publication of William Benbow’s pamphlet, the Grand 
National Holiday, in 1832, wherein he pointed out the way of deliver- 
ance for the oppressed classes, the “revolution of folded arms” has 
possessed an irresistible appeal for certain types of reformers. From 
time to time this enthusiasm has been transmitted to the ordinarily 
more conservative leaders, and to the rank and file of the working 
classes, and we have had the phenomena of the general strike. Simple 
in its theory, and powerful in its appeal to the imagination, the general 
strike has been tried again and again, at times with some measure of 
success, but usually with a tragic failure, followed by reaction and 
severe disciplinary measures. 

Professor Crook’s study is the first comprehensive treatment of the 
general strike to be written in the English language. Disclaiming any 
attempt at absolute inclusiveness, the author nevertheless deals 
with the general strike in no less than sixteen different countries, and 
covers the period from the first strike, occurring in England in 1842, 
down to the present. 

The World War offers an excuse for dividing the study into two 
parts. Part I, “From Chartism to the World War,” traces the origin 
and development of the theory and practice of the general strike. Its 
origin is to be found in Great Britain in the first quarter of the nine- 
teenth century. France, “The Land of Theory,” contrary to the gen- 
eral impression, offers scarcely a single satisfactory example of the 
general strike in practice. While the emphasis in Part I is on the 
theory of the general strike, the experience of all the leading European 
countries with its practice prior to 1914 is also recorded. 

Part II, “After the World War,” is primarily concerned with the 
general strike in practice in recent years. The relative importance of 
the British National Strike of 1926 in the author’s mind is indicated 
by the fact that six of the nine chapters making up this part deal with 
its setting, development, and termination. The remaining chapters dis- 
cuss the 1920 strike in Germany, “The General Strike That Saved the 
Republic,” the Seattle and Winnipeg strikes of 1919, the Shanghai 
strike of 1925, and the Vienna strike of 1927. The experience of the 
South American countries with the general strike is also discussed 
briefly. A note on the Spanish strike of November, 1930, is added as 
Appendix F. The reader will find no conventional chapter at the end 
in which the author summarizes his findings and sets forth his con- 
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clusions. The few generalizations and conclusions which he permits 
himself are to be found in the Introduction. 

The author defines the general strike as “the strike of a majority of 
the workers in the more important industries of one locality or region.” 
He thus steers a middle course between those who would use the term 
to mean a strike of the majority of the workers in a single trade 
throughout any large region, and those who hold that no strike can 
properly be called “‘general”’ which does not include the vast majority 
of the workers in al/ trades of a region or nation. He recognizes three 
types of general strikes: the political, where the intent is to wrest some 
definite political concession from the existing government, e.g., the 
Belgium strikes for popular suffrage; the economic, the most common 
form, where pressure is brought to bear upon the employer group, as 
exemplified in the Swedish strike of 1909 and the Seattle strike of 1919; 
and the revolutionary, which has as its objective the overthrow of the 
existing political or economic system, such as occurred in Russia in 
1905. Any one of these types, it is explained, may change gradually or 
suddenly into one of the others. 

The author holds no brief for the general strike. “At best it is a 
two-edged weapon, likely to harm the working class more swiftly and 
grievously than any other section of society.” In practice it has seldom 
been prepared or even thought out in advance; in the majority of cases 
no definite aim has been formulated, or limit of duration set, before it 
actually began. Professor Crook is of the opinion that even a short 
general strike with a clear and single aim, with labor highly organized 
and backed by considerable financial resources, cannot be sure of even 
temporary success. His chief reason for believing it foredoomed to fail- 
ure is to be found in the reaction of property-owners and professional 
and salaried classes to the civic or national peril thus occasioned—the 
formation of citizens’ committees, headed by technicians which are 
able to continue the supply of the necessities of life. Such organiza- 
tions, incapable perhaps of functioning successfully for a considerable 
time, have shown themselves able to carry on for short periods; “and 
time is everything to the opponents of the general strike.”” The growth 
and experience of such organizations progressively lessen the proba- 
bility of success in any future general strike “unless the brutal logic of 
revolution is faced.”” Even so, the author refuses to condemn the gen- 
eral strike without reservation, regardless of its type or aim. Under 
certain circumstances it may well be the sole effective weapon in the 
hands of organized labor, “. . . . a permanent warning to governments 
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and classes that are incapable of recognizing a sentient and intelligent 
humanity under the myriad overalls of the working classes.” 

It is the reviewer’s opinion that Professor Crook has made a valuable 
contribution to the literature of the general strike. He has drawn his 
materials from wide sources and has recorded the facts fully and im- 
partially. He has brought to his subject an enthusiasm which helps to 
carry the reader through what might otherwise be a mass of dry facts. 
His book is well organized and, on the whole, excellently written. 
There is little doubt that it will be the standard work on the general 
strike for many years to come. H.D.W 

. D. Woir 


University oF NortH CAROLINA 


The Theory of Collective Bargaining. By W. H. Hutt. London: 

P. S. King and Son, Ltd., 1930. Pp. viii+112. 5s. 

The highly compressed argument of this brief book is designed to 
controvert the generally accepted belief that unorganized labor is at 
a disadvantage in bargaining, or that by collective bargaining labor 
can acquire a part of the normal remuneration of some other factor. 
Labor leaders won’t like this essay and few “practical men’’ will read 
it. It is addressed to the genuine student; indeed, a fairly thorough 
knowledge of economic theory and its history is needed to make the 
book intelligible. The author hopes that “purging the discussion of 
these misleading ideas and phrases” about collective bargaining may 
clear the ground for a realistic theory of wages. 

A critical analysis is made of the attempts of various wage theories 
to rationalize ideas about “Labor’s Disadvantage.” Opinions are 
quoted to show that the interests of unionists have almost always been 
opposed to those of the great mass of laborers. Ideas expressed in the 
writings of Smith, Mill, Thornton, and others, that combination puts 
the worker “on terms of equality,” that he “has no reserve,”’ that 
labor is a “perishable commodity,” and similar notions are shown, 
logically enough, to be vague phrases which have served mostly as 
substitutes for thinking. For instance, the alleged dependence of the 
worker upon the employer is misleading, since the ultimate employers 
of labor are the consumers. 

In general the author accepts Marshall’s equilibrium explanation 
of value; but he rejects Marshall’s careful qualifications in regard to 
labor values, on the ground that the peculiarities of labor in respect 
to the marginal utility of money are irrelevant. The alleged “‘indeter- 
minateness” of the price of labor is merely the result of bilateral 
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monopoly when completely organized employers and completely or- 
ganized workers are each attempting to enforce a price against the 
interests of the other. 

The argument concludes with a discussion of the possibilities of 
monopoly gains through collective bargaining. Neither labor nor capi- 
tal can exploit the other. Even in the case of extreme immobility of 
capital there will be some degree of elasticity in the supply as well as 
the possibility of substituting labor-saving equipment. The discussion 
of the elasticity of the supply of labor is too brief to be entirely convinc- 
ing. The continued existence of unemployed reserves is not adequately 
handled, and the author minimizes the benefits which a uniform wage 
rate may bring to a market. He thinks that the supply of unspecial- 
ized workers is positively elastic for any given occupation because 
they have “‘a wide range of alternative occupations,” and the possibil- 
ity of negative elasticity is not considered. He concludes that ultimate 
gain by artificial wage rates depends upon the elasticity of demand for 
the product and is made, if at all, at the expense of the consumer. 

Labor sympathizers will be irritated at another repetition of the 
assertion that labor and capital are never really in opposition. But it 
must be remembered that the author has in mind the whole supplies of 
the factors and long-run effects. As the consumer alone is ultimately 
exploitable, we find joint monopolies. Since only the vaguest guesses 
as to long-run elasticity of demand are possible, collective bargaining 
causes the wage-fixing mechanism of the market to lose its sensitive- 
ness. 

To the student of theory this little book is exceedingly interesting. 
The critical analysis is thoughtful and sophisticated and is the best 
part of the essay. The argument would be improved by elaboration. 
The chief fault which will be found with it is its neglect of dynamic 
factors which may make unions desirable instruments of social control 
under certain circumstances. 

S. J. Coon 


UNIVERSITY OF WASHINGTON 


Federal Financing. A Study of the Methods Employed by the Treas- 
ury in Its Borrowing Operations. By RoBERT A. Love. New 
York: Columbia University Press, 1931. Pp. 261. $4.25. 

The purpose of this study is that of examining and evaluating the 
methods employed by the federal treasury in placing its loans and in 
the general development of financing programs. The chief interest 
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naturally centers round those periods of stress which interrupt the 
normal routine and bring into play the devices, steps, and measures 
that constitute the financing program. The treatment is historical, 
with chief attention being given to the specific problems of the suc- 
cessive war eras. Despite the shifting scenes and personalities, there 
has been an underlying and fundamental consistency in the methods 
employed in borrowing operations from Gallatin to MacAdoo. Un- 
fortunately, the influence which has caused all treasury department 
heads to obey the same impulses has been that exerted, or supposedly 
exerted, by demos. In times of emergency, it has been political pres- 
sure, real or fancied, or the fear of political consequences, actual or 
imaginary, that has dictated treasury policy. In clear and convincing 
fashion the author traces the many mistakes of this policy, from the 
War of 1812 to the World War, to the antics and gesticulations re- 
quired in keeping the treasury afloat while at the same time placating 
this popular authority. 

In other words, the people at large, who know nothing of the in- 
tricacies and inner nature of finance, are supposed to have convictions 
on the subject which are all the firmer because of their ignorance. 
Forced to reckon with these convictions or face political disaster, and 
at the same time meet tremendous financial obligations, the treasury 
heads have had the sort of difficulty that a man would have in pushing 
a wheelbarrow across a tight rope and scratching his nose at the same 
time. 

Stated summarily, the popular viewpoint which is found to have 
reacted so profoundly upon treasury methods has demanded the sale 
of securities at par, and statutory restriction of interest rates or, if 
left to administrative discretion, the determination of rates low enough 
to secure the approval of the financially untutored public rather than 
of those who are asked to take the bonds as an investment. Having 
established these major features of ioan policy, the treasury must then 
proceed to manipulate the banking system, the credit structure, the 
currency, and to tolerate strong-arm methods of taking subscriptions, 
in order to cover up the initial mistakes and make the loan a success. 
Political expediency rather than soundness of financial policy has char- 
acterized federal treasury management. The misuse of both security 
features and financing devices is held to be characteristic of American 
financing. 

More attention might well have been given to the question of the 
extent to which the several war-time treasury heads actually realized 
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the part they considered themselves forced to play. Mr. Chase is 
usually credited with an almost total ignorance of finance. This did 
not diminish the consequences of his blunders, but it has induced a 
more charitable viewpoint toward them. It would be interesting to 
learn whether Mr. MacAdoo really knew better, or whether he was a 
believer in the inflationary measures adopted. The skilful politician, 
like the clever actor, can give a convincing effect of reality to an essen- 
tially unreal situation. 

An interesting and useful feature of the book is a series of inserts 
(after p. 240) which present certain details of the successive national 
loans from the first French loan, authorized on December 23, 1776, to 
the provisions for converting Consols of 1930 into notes and bonds, in 
the Federal Reserve Act. One hundred and forty-two separate note and 
bond issues are thus catalogued. 

H. L. Lutz 


PRINCETON UNIVERSITY 


The Sales Tax in France. By Cart S. SHoup. New York: Co- 
lumbia University Press, 1930. Pp. xv+369. $5.00. 


This book falls into four parts: I, “Background”’; II, “Problems of 
Administration” ; ITI, “Legal History” ; and IV, “Economic and Fiscal 
Aspects.” 

In Part I the author gives a review of the parliamentary history of 
the turnover tax. He shows that the sole purpose of introducing this 
tax in France was to raise money—the financial condition of the 
French government in 1920 being very precarious. Possible alterna- 
tives are enumerated and reasons for their rejection in favor of the 
turnover tax are given. The fight of the government to maintain and 
even increase the rates of the tax in the face of strong opposition is 
described. Since 1926, however, the turnover tax has not played an 
important part in French politics, for the feeling has prevailed that the 
government needs the revenue. 

In Part II the principal administrative problems and the methods 
of handling them are described. Two points stand out very clearly in 
the discussion of the methods set up for insuring collection of the taxes 
due—(1) that the inspection involves a tremendous amount of work 
and a large number of officials; and (2) that the methods are subject to 
attack as being too inquisitorial. From the beginning, the smaller re- 
tailers remonstrated against keeping accurate records of gross receipts 
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and vehemently protested granting tax agents access to their records. 
This pressure, combined with the fact that, in the case of the smaller 
taxpayers, the amount of revenue to be gained was not worth the ex- 
pense involved, led to the adoption in 1924 of the estimated-tax-base 
system. 

The method of evasion which is probably the hardest to detect is 
that whereby the seller makes it appear that he is selling some other 
person’s goods on a commission basis. Frequently this change in the 
method of conducting business has actually occurred, commission 
merchants and brokers taking the place of dealers. This is one of the 
causes for substituting for the turnover tax “replacement taxes,” 
which usually fall on the producer. 

The author discusses the important problem of exemptions, both of 
persons and things, presenting the motives back of these exemptions 
and the arguments for and against them. He also discusses the desira- 
bility of substituting “replacement taxes” for the turnover tax and 
shows the difficulties involved. The tax on luxuries, ‘an admirable 
school in fraud,” has its special problems. Exports were only subject 
to the tax from April, 1926, to January, 1927. The difficulties which 
arise in fitting imports into the turnover tax system are discussed in 
a very interesting manner. 

In Part III the author takes up chronologically the changes which 
have been made in the turnover tax laws together with the administra- 
tive orders, court decisions, and unofficial interpretations which have 
arisen in connection with them. 

In Part IV, after discussing the economic effects, and showing in de- 
tail the yield, of the turnover taxes, Dr. Shoup gives a summary in 
which he makes the following points: 

1. As a revenue producer the tax is a success since it is capable of raising 
about one-fifth of France’s total state tax-revenue. 

2. Forced upon France as a result of the war, the tax has become a fixture 
in the French fiscal system. 

. It is difficult to collect and is unpopular with the average taxpayer. Gross 
receipts are falsified and the question whether or not a given person is 
subject to the tax is frequently difficult to ascertain. On the whole, how- 
ever, the turnover tax is probably more simple and economical to ad- 
minister than the income tax. 

. To the extent that the tax is shifted, it is inversely progressive as the rich 
man pays in taxes a smaller percentage of his income than the poor man. 
The French, however, anticipated this and attempted to compensate 
partially by income and luxury taxes. 
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. The most serious charge against the tax is its influence upon business—it 
has encouraged the substitution for dealers of commission merchants and 
brokers, and has given advantages to large and highlyintegrated business 
concerns. 

“Judged by the standards of taxation set up by modern authorities the 
turnover tax is certainly to be condemned.” 


The book contains twenty-five statistical tables; there is a good 
Bibliography; and the text is unusually well annotated. Dr. Shoup 
has made a valuable contribution to our knowledge of public finance in 
this scholarly study, and its publication at this time is especially 
opportune. Nearly all the state legislatures are in session this year, 
and in many of these sales-tax measures will be introduced. For those 
under whose leadership tax legislation is adopted, and for business men 
whom such taxes affect, this book will prove very helpful in the consid- 
eration, or actual drafting, of sales-tax measures. 


Henry F. WALRADT 
Onto STaTE UNIVERSITY 


Griindung und Anfdinge der Disconto-Gesellschaft Berlin. By 
Dr. WALTHER DAsritz. Miinchen: Duncker & Humblot, 
1931. Pp. xv+268. 13M. 

This book is a study of the history of one of the great German 
credit-banks in its critical early years, from 1851 to 1875. The Dis- 
conto-Gesellschaft (merged with the Deutsche Bank in 1930) was 
founded by David Hansemann and, after his retirement in 1864, was 
dominated by his oldest son. The new bank began business at a time 
when that revolution in German economic life, which produced such 
remarkable results in the closing decades of the century, was just getting 
under way. Germany was just beginning to take over many of the 
improvements and inventions in industry, commerce, and finance 
which had previously been worked out in England, but at the same 
time was giving them a characteristic form better suited to German 
conditions, and in a number of directions was evolving advances over 
the original models. 

In all this process of experiment and bold exploration the Disconto- 
Gesellschaft played a large part. Up to about 186s, it was chiefly en- 
gaged in an ordinary commercial banking business, as that term is 
understood in England and the United States; it was chiefly concerned 
to consolidate its own position in the Berlin money market, and to 
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help in shifting the financial center of gravity of Germany from Frank- 
fort to Berlin. But after that date it participated increasingly in the 
promotion of new industrial enterprises, especially in the heavy indus- 
tries, and in floating government security issues. It was thus a pioneer 
in developing that mixed form of banking, which has been especially 
characteristic of German finance, and which has usually proved so 
successful. The outbreak of the Franco-Prussian war found the bank 
solidly established and growing. It came without difficulty through the 
vicissitudes of the war itself, of the formation of the Empire, and of the 
subsequent violent boom and crisis; and at the date this study ceases 
it was ready to start on a new era of still greater expansion. 

The book is well written and careful, and casts an extremely inter- 
esting light on the formative period, not only of present-day banking 
in Germany, but also of Germany’s present-day economic life as a 
whole. 

James W. ANGELL 
CoLumBIA UNIVERSITY 


Trends in Location of the Women’s Clothing Indusiry. By MABEL 
A. MaceEr. Chicago: University of Chicago Press, 1930. Pp. 
xxiv+175. $2.00. 


This book is a fresh contribution toward clarifying a most interesting 
and much neglected problem, i.e., the location and migration of Ameri- 
can manufacturing industries. There are two problems that the author 
endeavors to solve, the question of the location of the women’s clothing 
industry within particular city limits, and the question of its geographic 
distribution within the country. The first problem is of considerable 
importance for city planning. The second problem is, however, still 
more important, for it involves an answer to the question why the 
industry settles in cities at all. Although the author, lacking sufficient 
data, does not set up any detailed computations of costs, she neverthe- 
less points out in a conclusive manner that it is above all the advantage 
of contact which draws the women’s clothing industry into certain 
large cities. 

She is somewhat less successful in her explanation of the relative 
share of each city. Although she is aware that comparisons of cost- 
data which do not apply to exactly the same products are as good as 
worthless, yet she takes much pains in working out differences in costs 
with the help of the summary census materials. But, above all, as the 
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author points out quite clearly, the difference of shares depends on the 
industry’s structure in the various cities, sub-manufacturers on the 
one hand, “inside” shops on the other. It is to be regretted that the 
author cuts short her research at just the point where the question 
arises of explaining manufacturing system and the superiority of the 
New York over the Chicago industry. She contents herself with hint- 
ing at the difference of opinions of the employers on the one side and 
the workers on the other. At this juncture the problems begin to be 
really interesting. However, even though she has not attempted to 
deal with this interesting point, the author has rendered a fundamental 
service to the research on location with her clear, well-instructed, and 


accurate study. ' 
y ANDREAS PREDOHL 


HANDELSHOCHSCHULE 
K6NIGSBERG, GERMANY 


Theory of Legislation: An Essay on the Dynamics of the Public 
Mind. By E. Jorpan. Indianapolis: Progress Publishing Co., 
1930. Pp. xx+467. 

Professor Jordan’s latest work is based largely on the principles 
_which he developed in his Forms of Individuality (Indianapolis, 1927). 


In the present study he takes a rather startling view of state and law, 

!compared with the theories dominating the Anglo-Saxon world. He 
denies the presupposition of the prevailing theories in the social sci- 
ences, namely, that the human being is a homogeneous simple. His 
so-called “corporate theory” assumes that the individual is not an 
element of principle. The individual is real as an element of cultural 
content, but in questions of public life the concept of the isolated or 
aggregated individual has to give way to the view of the corporate or 
embodied mind as the main category. The corporate theory finds the 
individual in the concrete, corporately embodied mind which is realized 
in the practical phenomena. As a last aim no principle satisfies the 
author; the ultimate object must be an act or deed. Law is the act of 
the corporate person and finds positive realization in the public order. 
The law creates the state, whereas its cultural content is political socie- 
ty and its dynamic will is constitution. 

Professor Jordan tries to save his theory from becoming a system of 
determinism and absolutism by establishing a certain order between 
the individual! will and the will of the corporate body. The human will 
is simply a “describable system of principled fact identical as system, 
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but not necessarily in details, at all points with the system of prin- 
cipled fact, which makes up a community” (p. 237). In this way the 
difference between the individual will and the social will may be ig- 
nored, because all will, as a form of reality, is individual. The author 
speaks about “types” of will, which are different only as scientific 
classes, but identical in principle. 

It is rather questionable whether this construction really avoids the 
turn to determinism which threatens all theories dealing with super- 
individual structures. It may be admitted that the author tried to 
escape these difficulties as much as possible in very complicated and 
interesting arguments, which seem, however, not always quite con- 
sistent with his main thoughts. The concept of consciousness the 
author introduces to prove the identity of the individual and the pub- 
lic will; and his statement of the disinterestedness of the individual in 
public policy because of its objectiveness is not convincing to the re- 
viewer. 

The author’s system is rather difficult to explain in a short review, 
on account of its originality, and because it has very little in common 
with other systems of philosophy. Mr. Jordan himself states (Preface, 
p. xviii) that there are very few references in his book because there is 
very little literature bearing directly on the subject. Plato and Aris- 
totle seem to have influenced him to a certain extent, though he only 
partly approves of Platonic epistemology. This statement might be 
extended to Kant’s contribution to philosophy. It is probable that his 
system is closest to Hegel. 

It would be interesting to consider the consequences of such a system 
of objective values for economics. In this connection, the attention 
may be drawn to Othar Spann’s universalism, which makes the at- 
tempt to establish economics as the science of material means as func- 
tions for cultural purposes. Going to this extreme, economics becomes 
highly philosophical; but it seems possible, as well, to develop it in a 
quantitative and mathematical direction, by taking wants as a fixed 
system of given presuppositions—this seeming the justified conse- 
quence of an universalistic or corporate social philosophy. 

On the whole, the system of corporate individuality is, in its consist- 
ent development, a very valuable contribution to social philosophy. It 
is in accord with the main tendencies of modern development, which 
seems to be a reaction against individualism. Nevertheless, it must be 
kept in mind that the only form of appearance of the human being is 
the individual, and that all theories, trying to attack individualism, 
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bend toward a denial of the freedom of the individual mind. But this 
may be a matter of evaluation which lies beyond argument. 

The author’s theory of legislation in the narrower sense, which oc- 
cupies only a minor part of his book, is that legislation is the process of 
the application of will and intelligence to the practical problems of life 
and as such consists in an act of the speculative imagination. This proc- 
ess is implemented in, or mediated through, institutions of communica- 
tion—and this leads to a discussion of legislation as administration. 

B. Le sHEER 
ROTTERDAM 


Social and Economic History of the United States. By Harry 
J. Carman. Vol. I, 1500-1820. Bostva: D. C. Heath & Co., 
1930. Pp. xii+616. $4.00. . 

This volume designed for the use of college students, has eight chap- 
ters with the following titles: “The Old World Expands”; “The Co- 
lonial Farmer”; “The Colonial Merchant and Manufacturer”; “The 
Conflict of Interests” ; “Revolution and Independence” ; “The Struggle 
for Control’’ ; “The Turn of the Century” ; “The Generations of Western 
Frontiersmen.” 

The practice of using the words “economic” and “social” in describ- 
ing recent volumes on the history of the United States is getting to be 
somewhat of a problem. The motive is obvious. In the “old history,” 
which was concerned mainly with the constitutional and political as- 
pects of history, economic and social life received small space. Now it 
is the fashion to omit most of the former and play up the latter. 

But this is a difficult if not an impossible task, for the actual 
content of history is not so separated. All aspects are closely inter- 
related. This volume is designed as an example of the “new history.” 
It is new in its determined effort to minimize the political core of his- 
tory. It is not “new” in the sense that it successfully makes a synthe- 
sis of all aspects of history or shows the relationship of economic and 
social to political history. 

In the period before the Revolution most of the material presented 
is on economic history, but the story will not satisfy the economist. 
For an essay on an isolated topic, such as fur, lumbering, fish, iron, 
etc., is not the same thing as tracing the evolution of economic forces. 
The word “sectionalism” does not occur in the Index. How can the 
economic forces in the Colonial period be understood without a dis- 
cussion of this important factor, and especially how can the American 
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Revolution be understood without reference to this condition of affairs? 
Slavery and the plantation régime, in their economic aspects, are very 
inadequately treated. So also is their relation to the English mercantile 
system. 

The account of the social history of the period after the Revolution 
is more satisfactory than that of the earlier period, though here again 
the relation between this aspect of life and the political and economic 
leaves much to be desired. 

‘The economic history of the period 1783-1820 is also inadequate. 
There is little on the rise of manufactures or the great struggles over 
the tariff, public lands, and slavery in their bearing on economic sec- 
tionalism. It is difficult to see how this period can be understood when 
these important underlying forces are omitted. 

The volume has its good poi:.ts, however, The chapter on “The Co- 
lonial Farmer” makes vivid the nature of farm life. Chapter vii on the 
social history after the Revolution, barring the exception noted, and 
that on the West are both excellent. This volume does break new 
ground in its attempt, in one volume, to set forth our general economic 
and social history ‘n the period selected. As such it has considerable 
value. 


Marcus WILSON JERNEGAN 
UNIVERSITY OF CHICAGO 
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